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Introduction 


Social Enterprise in Latin America: 
Context and Concepts 


Martbe Nyssens, Fernanda Wanderley 
and Luiz Inácio Gaiger 


Numerous works have been carried out since the 1970s to grasp and 
describe the reality and the scope of so-called non-conventional eco- 
nomic initiatives and organisations in Latin American countries (Cattani 
et al. 2009; Gaiger 2009, 2017; Wanderley 2015, 2017). Most of the 
historical sources of these initiatives are to be found in the experiences 
of cooperativism and associativism in the region, while the most recent 
sources have been located, since the 1980s, in the expansion of new ini- 
tiatives promoted, mainly, by marginalised popular groups in a context 
of high informality, such as income-generation groups, “soup kitchens” 
(comedores populares), organisations of the worker-cooperative or user- 
cooperative type, exchange networks, ecological production groups, 
indigenous and peasant production communities, and short and soli- 
darity marketing circuits. More recently, SMEs driven by economic and 
social goals and promoted by professionals have started emerging in the 
landscape. A main challenge in this field of research is to better grasp the 
diversity of these “alternative” economic types. 

Different generic terms have also been used to qualify these initiatives: 
informal economy, popular economy, solidarity economy, social econ- 
omy, community economy, “labour economy”, solidarity enterprises, 
social enterprises, etc. Faced with the variety of terms and concepts used 
within and across regions all over the world, the “International Com- 
parative Social Enterprise Models (ICSEM) Project” adopted the generic 
concept of “social enterprise” (SE) to encompass the wide spectrum of 
organisations that combine an entrepreneurial dynamic to provide ser- 
vices or goods with the primacy of their social aims. This book presents 
the results of this worldwide research project for Latin America. 

In this introductive chapter, we first present the objectives of the 
ICSEM Project. Then, we briefly describe the Latin American context 
that shapes the SE landscape, before describing the main concepts used 
in Latin America to analyse this kind of initiative. In the following sec- 
tion, we present the different SE schools of thought. Finally, the general 
structure of the book is presented. 


2 Nyssens, Wanderley and Gaiger 
1. The “ICSEM” Project 


ICSEM was designed and undertaken with one main objective, namely 
to document the diversity of SE models as a way: (1) to overcome most 
problems related to the quest for a unifying and encompassing conceptu- 
alisation of social enterprise; (2) to show that it was feasible to theoreti- 
cally and empirically build typologies of SE models; and, consequently, 
(3) to pave the way for a better understanding of SE dynamics and ecosys- 
tems. The ICSEM Project was based on the assumption that a solid and 
scientific comparative knowledge of social enterprise worldwide implied 
to analyse these organisations through a multilevel approach, combining 
the micro, macro and meso levels, and relying on empirical studies using 
a common methodological approach and common tools. 

After a year devoted to preparing the basis for this worldwide com- 
parative research project, under the auspices of the EMES International 
Research Network and within an “Interuniversity Attraction Pole on 
Social Enterprise" funded by the Belgian Science Policy Office (BEL- 
SPO), the ICSEM Project was officially presented and launched in early 
July 2013, just after the 4th EMES International Research Conference 
on Social Enterprise, held at the University of Liege (Belgium). From the 
outset, some 100 researchers from 25 countries decided to get involved 
and committed themselves to carrying out the proposed work over at 
least four years. Over the following twelve months, many other research- 
ers joined the Project; in total, some 230 research partners from 55 coun- 
tries and all regions of the world became part of the ICSEM research 
community. In Latin America, seven countries took part in this ambi- 
tious project, namely Argentina, Bolivia, Brazil, Chile, Ecuador, Mexico 
and Peru. 

All the researchers involved in the project were first asked to provide a 
*country contribution" about the SE *phenomenon" or *landscape" in 
their respective countries. Each contribution had a threefold aim: 


e First, it should help to understand concepts and contexts and to 
appreciate the use and the relevance of the notion of social enterprise 
in each country, the existence of alternative concepts, the interest of 
public authorities for social enterprise and the specific schemes that 
these authorities set up for their promotion and support. 

° Secondly, it also aimed to map SE models, i.e. to identify and char- 
acterise the main categories of social enterprise as well as their fields 
of activity, social mission and target groups; the public or private 
supports from which they benefit; their operational and governance 
models; their stakeholders, etc. 

° Finally, it should propose an analysis of “institutional trajectories” 
through the identification and description of the main *institutions" 
(at large) shaping the profile of social enterprises: legal frameworks 


Introduction 3 


used by social enterprises, public policies and programmes, major 
financial supports or other tools such as norms or accreditations, 
federations of which social enterprises are members, private charters 
to which they subscribe, etc. 


In order to make up for the lack of reliable datasets at enterprise level and 
to allow undertaking international comparative works, the second phase 
of the ICSEM Project aimed to collect in-depth information on social 
enterprises deemed emblematic of the different SE categories or models 
identified in the country contributions. In such a perspective, a common 
questionnaire was co-produced with all research partners and used by 
them to interview social-enterprise managers in their country. Although 
the actual number of interviews differed across countries, detailed data 
were collected in a rather homogenous way for 721 social enterprises 
from 43 countries. Needless to say, the database which resulted from this 
survey represents a key achievement of the ICSEM Project. 


2. Understanding the Latin American Context 
Surrounding Social Enterprise 


As social enterprises are often regarded as new strategies to tackle social 
and societal problems, in order to analyse social enterprise in Latin Amer- 
ica countries, we have to better understand the main challenges these 
countries are facing as well as the contexts in which social enterprises 
operate. Social, economic and political differences between countries in 
Latin America are significant. However, given the territorial continuity, 
common historical roots, similarity of patterns and convergence of chal- 
lenges that can be observed in the region, it appears to make sense to talk 
about a Latin American context. We present here the most important 
features for the development of social enterprise. 


2.1. Economic Context 


Latin America has an exceptional natural wealth, with extremely diverse 
biozones. The great potential of this natural wealth transcends the 
exploitation of minerals, hydrocarbons and food that has characterised 
Latin American economies from colonial times to the present. The gap 
between the abundance of natural resources and the low degree of diver- 
sification of production (such diversification, despite differences among 
countries, is overall only incipient) is a sign that the region has not yet 
achieved its full productive potential. The still enormous availability of 
natural resources (water, land, abundant fauna and flora) is thus a great 
opportunity to move towards sustainable development and social justice 
(Bovarnick et al. 2010). Social enterprises have an important role to play 
in facing this challenge. 
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At the beginning of the 21st century, in a global context of increased 
demand for renewable and non-renewable natural resources, the 
region’s growth pattern, based on the export of raw materials with low 
added value, was strengthened. In this period, countries rich in natu- 
ral resources—such as Latin American countries—positioned themselves 
at the centre of the dispute about access to and control over strategic 
raw materials (Rojas 2015). The “re-primarisation” of the economies in 
the recent boom period has made possible significant economic growth 
and improvements in social indicators. However, this pattern of growth 
resulted in the acceleration of depredation of environmental heritage and 
strong social conflicts. With the slowdown in the global economy since 
2014, it has shown its fragility to maintain stable levels of growth and 
social achievements. Under these conditions, this pattern of growth can- 
not be envisaged as a long-term option. 

Although, in general, Latin American countries took advantage of 
the external bonanza to promote economic growth and social welfare, 
development strategies and policies of appropriation and distribution 
of revenues derived from the exploitation of natural resources were not 
homogeneous. While the governments of Bolivia, Ecuador, Argentina 
and Brazil opted for more state control over the exploitation and com- 
mercialisation of natural resources by private foreign companies and 
implemented some redistribution of income with a view to reducing pov- 
erty, the governments of Chile, Peru and Mexico adopted a policy of lib- 
eralisation to attract direct foreign investment, especially in the extractive 
and agribusiness sectors. However, it is interesting to note that, despite 
these differences in terms of strategies and policies, all Latin American 
countries followed the dynamics of accumulation based on the extraction 
and export of primary goods (Carbonnier et al. 2017). 

In Latin America, the challenge of productive diversification has been 
on the public-policy agenda for the past 70 years. The policies of import 
substitution (“import substitution industrialisation”, or ISI) implemented 
in the region in the 20th century and the subsequent efforts have had dif- 
ferent outcomes. Some countries progressed towards productive diversifi- 
cation while others lagged behind, but overall, Latin American countries’ 
role as raw material suppliers in the global economy did not change 
(Meller 2013; CAF 2006). Mexico and Brazil are the most industrialised 
countries, and they are exporters of manufactured goods in the region; in 
addition, they have a large domestic market. At the other extreme, Bolivia 
and Ecuador are the least industrialised countries, with a less diversi- 
fied export basket; they have also significantly smaller national markets. 
An interesting indicator to measure the divergences between countries 
in terms of productive diversification is the Economic Complexity Index 
(ECI), developed by the Centre for International Development at Har- 
vard University:! based on this index, in 2016, Mexico ranked 21st; Bra- 
zil, 53rd; Chile, 64th; Argentina, 83rd; Peru, 94th; Bolivia, 109th and 


Introduction 5 


Ecuador, 113th among 127 countries. For these countries to overcome 
their position as net suppliers of raw materials and their high reliance 
on short-term earnings, institutional transformations aiming at increased 
sustainability, solidarity and equity would have to be implemented. In 
this context, social enterprises are key actors to promote alternative tra- 
jectories of development. 


2.2. Social and Labour Context 


Since 1990, significant improvements in social indicators have been 
achieved by the majority of Latin American countries. Infant mortality 
fell, access to safe water increased, primary education became almost 
universal and life expectancy rose. In the beginning of the 21st century, 
all countries except Mexico also experienced a significant reduction of 
monetary poverty and inequality and an expansion of the middle class 
(Duryea and Robles 2016). 

The literature points to three factors that can account for these 
improvements in the last decade. The most important factor was the 
increase of the labour income of the poorest workers, which was mainly 
due to favourable external conditions (high commodities prices and 
ample access to external financing that altered labour-market dynamics). 
The second factor was a set of improvements in social policies (income 
transfers to households, targeted social programmes and social security 
system’s expansion). Demographic changes (fewer children and a higher 
share of working-age people in the overall population) constituted the 
third factor (UNDP 2016). 

Despite these advances, Latin America remains the region with the 
highest level of inequality in the world. In fact, the region’s Gini index 
is 4% higher than that of Africa, and 16% higher than the indices for 
Europe and Central Asia. Moreover, eleven of the twenty most unequal 
countries in the world are located in the region (Duryea and Robles 
2016). There is much to be done; disparities in the quality of private 
and public education and health services (schools and hospitals) are still 
a major problem in a majority of countries in the region. Significant 
social inequalities by gender, ethnicity and class also persist (ECLAC 
2017). Among the main barriers to overcome poverty and inequality, 
the regressive tax and transfer systems stand out in most countries (Lust- 
ing 2017). 

Ocampo and Gómez-Arteaga (2017) identify three ideal-typical sys- 
tems of social protection in the region. The first one is the strict universal 
system, with public-sector organisation, different degrees of decentralisa- 
tion and variable levels of private provision, mainly in education and 
health services. The second one is the segmented and corporatist social 
security system in its broader sense (health, pensions and professional 
risks). The third one is the system based mainly on targeted schemes, 
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such as conditional transfer programmes. The most important common 
characteristic of these three systems is their lack of clearly designed social 
rights and citizenship entitlements, such as those usually associated to the 
old conceptions of the welfare state.” In fact, the development of a wel- 
fare state in Latin America has remained incomplete, even in the coun- 
tries that have moved furthest in this direction, such as Argentina, Chile, 
Uruguay and Brazil. In other countries, the education, health and security 
systems developed later, in the second half of the 20th century, and they 
followed the model of formal employment (labour-capital relation), lead- 
ing to the emergence of segmented and incomplete welfare states, with 
high levels of exclusion. 

Within the paradigm of universalism in social policy linked to the 
concepts of social rights and social citizenship, Ocampo and Gomez- 
Arteaga (2017) built a “social-protection index” based on three dimen- 
sions: universality, solidarity and social spending. More specifically, the 
index measures the degree of coverage achieved by the health care and 
pensions protection systems, the coverage gap between wage-earners 
and non-wage-earners, and social spending and/or efficiency of social 
assistance. On the basis of this social-protection index, three groups 
were identified in terms of comprehensiveness and universality. Chile, 
Argentina and Brazil were identified as having comprehensive systems of 
social protection; Peru, Mexico and Ecuador, as countries with interme- 
diate systems; and Bolivia, as having a relatively limited system. These 
authors also found that, between 2002 and 2012, Peru and Bolivia were 
among the countries that registered the strongest improvements in the 
social-protection-index score; they were followed by Argentina, Ecuador, 
Mexico, Brazil and Chile (in this order). 

However, in the majority of countries, significant inequalities still 
remain in terms of access to and benefits offered by the social-protection 
system. Such inequalities are linked to the type of labour relation (sala- 
ried or non-salaried workers), gender and income level. This is particu- 
larly true in the countries belonging to the second and third groups. In 
general, the share of people benefiting from a protection system in the 
fields of health care and pensions is lower among non-salaried workers. 
This has great implications for social and solidarity enterprises. Indeed, 
they operate in contexts of limited systemic solidarity, materialised in 
non-universal social-protection systems. The high level of insecurity in 
terms of reproduction of life in contexts of strong social inequalities neg- 
atively affects social cohesion and puts great pressure on interpersonal 
solidarity. 

It is important to notice that, in Latin America and the Caribbean, in 
2016, non-salaried workers represented 29.3% of the urban workforce, 
whereas employees accounted for 63.4% of this workforce and domestic 
salaried workers, for 6.5%. The remaining 0.8% were classified under 
the “others” category (ILO 2017). The total of non-salaried workers 
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(29.3%) was distributed among employers (4.1%), own-account workers 
(23.6%) and contributing family workers (1.6%) (ILO 2017). These data 
concern, as specified above, the urban workforce; if non-salaried rural 
workers were taken into account, the proportion of non-salaried work- 
ers would be higher than 30%. Significant differences can be observed 
among countries, but these data show that, overall, the labour struc- 
ture in Latin America is characterised by a significant proportion of non- 
salaried workers. Moreover, they are indicators of the importance of the 
diverse types of labour relations and economic units in Latin America. 

Although a significant share of workers in the region work outside 
formal capital-labour relation, a model of social protection based on 
employment still dominates. This is one of the reasons accounting for 
the limited coverage of the social-protection system. The other reason is 
the high proportion of salaried workers whose employers do not comply 
with the legal obligations imposed by labour and social legislation. In the 
region, in 2016, only 63.5% of urban employed workers and 39.1% of 
rural employed workers were covered by health insurance (ILO 2017). 
In Latin America, the dominant public-policy approach to the problem 
of informality is still based on the view of homogeneous economic land- 
scapes, populated by enterprises that only differ in size. However, this 
view has been questioned by academics, and it is refuted by abundant 
empirical evidence, presented in the present book, of the plurality of types 
of economic organisation operating in national economies. Therefore, 
informality should not be understood as a simple breach of legislation 
by a “general and flat informal economy”. On the contrary, informality 
hides a universe of diverse economic organisations and dynamics, which 
would require legal and regulatory frameworks adapted to their specifici- 
ties. The fact that this economic diversity is not sufficiently recognised 
and incorporated in the national institutional frameworks and public 
policies does not only result in these economic organisations’ inability to 
comply with formal requirements and to cover the costs linked hereto; 
it also impedes their development and limits their social and economic 
contribution. 


2.3. Political Context 


From the 1980s onward, Latin America returned to political democracy 
after a period of military dictatorships. Although most countries sup- 
ported the consolidation of formal democracies with competitive electoral 
regimes and guarantees of political rights, this transition hitherto remains 
an incomplete process, subject to setbacks. Indeed, citizen dissatisfac- 
tion with democracy has increased in recent years, as shown by Latino- 
barómetro (2018). While, in 1997, 63% of Latin Americans supported 
the democratic regime, this figure fell to 48% in 2018. The escalation of 
corruption scandals in several countries and the growing knowledge of 
public management problems are important factors that explain the loss 
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of credibility of democracy in recent years. No less important in some 
countries is the presence of (both left-wing and right-wing) governments 
that threaten democratic principles and values such as transparent elec- 
tions, press freedom and independence of the executive, legislative and 
judicial branches. 

Such estrangement between citizens and public institutions has been 
observed for a few years in the majority of Latin American countries. 
Although this phenomenon is not specific to the region, some factors 
that explain it are. The social improvements registered in recent decades 
and the expansion of the middle class are consolidating societies that 
demand better public services and more efficient, reliable and innovative 
institutions. When these expectations are not met, they generate feelings 
of frustration and disenchantment. In effect, the region faces persistent 
problems, such as significant social inequalities by class, gender and eth- 
nicity; continuity of pockets of poverty; high levels of informality and 
exclusion from social-protection systems; and an increase in crime rates 
and citizen insecurity. 

The great challenge in Latin America is the strengthening of both for- 
mal democracy and substantive democracy. Due to their close articula- 
tion, one cannot exist without the other. SE initiatives and their proposals 
for political, social and economic reordering are very important to face 
this challenge. As can be seen from the various chapters of this book, 
the aspirations of social actors, the new entrepreneurial logics that inte- 
grate both social and economic objectives and the initiatives to build new 
legal and regulatory frameworks mobilise an important social energy 
and, consequently, strengthen political citizenship in its struggle to create 
paths towards inclusive and sustainable development. 


3. Understanding the Plurality of Concepts Surrounding 
Latin American Social Enterprise 


As explained in the introduction, several generic concepts and terms are 
used to identify what has been referred to within the ICSEM Project as 
“social enterprise”. Moreover, the interpretative frameworks used to 
apprehend these alternative forms of economic units in Latin America 
changed over time and according to the place and to the type of actors 
using these terms: informal economy, popular economy, “labour econ- 
omy”, popular and solidarity economy, community economy or social 
economy (Cattani et al. 2009). One of the most important differences 
between these theoretical frameworks lies in the role given to these initia- 
tives and organisations in society and economy. 


3.1. From the Informal Economy to the Popular Economy 


As the data above show, informality remains an important phenome- 
non in Latin America. An abundant literature and a broad debate on 
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the causes and consequences of informality have developed in the last 
five decades. Different approaches and concepts—such as the “informal 
sector” and “informal economy”—were developed to cover heterogene- 
ous forms of economic strategies and labour relations in a variety of 
situations, from that of informal salaried workers to that of non-salaried 
workers in family and small economic units. In the 1970s, beginning 
with the first study on Africa (ILO 1972), autonomous workers’ units in 
Latin America were considered as resulting from the inability of capital- 
ist development to generate wage employment for a fast-growing urban 
population. This population was considered to be particularly at risk of 
poverty and stagnation, due to their supposed inability to produce sur- 
pluses. An almost direct association between poverty and the informal 
sector was established; the concept of informal sector came to be under- 
stood in a sense that was very close to that of “marginality” proposed by 
Quijano (1974) and to the concept of “marginal mass” put forward by 
Nun (1969), under the Marxist paradigm of uneven capitalist develop- 
ment. In this perspective, the informal sector was considered as the gen- 
erator of an army of reserve labour, consisting of workers who could not 
be absorbed by the modern sector of the economy. In the Latin American 
case, the marginalised would be the urban poor, mostly migrants, pre- 
capitalist artisans and domestic workers. 

In the1980s and 1990s, other theories were developed. De Soto (1989) 
interpreted informality as the response of marginalised social groups 
which, due to legal and economic barriers, generate productive and com- 
mercial activities outside of state regulation. Portes and Castells (1989) 
and Portes and Schauffler (1993) developed the perspective of structural 
articulation, which characterises informality as a universe of income- 
generation activities not regulated by the state and integrated into unified 
systems composed of networks of dense relations between formal and 
informal enterprises, mainly through subcontracting. In such perspective, 
informal economic units fulfil functions of support to formal enterprises, 
inter alia thanks to the fact that they escape labour regulations. 

One of the main criticisms levelled at literature about informality 
points at its inability to understand the activities carried out by work- 
ers on their own terms, making invisible the types of work organisation, 
management modalities, and motivations and expectations of the actors. 
Such criticisms built the basis for the concept of “popular economy”, 
which emerged in the 1980s. The popular economy is composed of a 
diversity of initiatives promoted by the popular classes and constituting 
alternatives to salaried work. Family relationships and primary solidari- 
ties, which fulfil reproductive functions of life, are central characteristics 
of these activities. The change of focus brought about by the popular- 
economy perspective is radical and allows for a deeper understanding of 
the broader economic, social and political dynamics and implications of 
informality and the popular economy (Wanderley 1999; Gaiger 2018). 
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The concept of popular economy evolved to reinterpret the set of 
economic activities and social practices developed by subjects belong- 
ing to the working class through the use of their own labour force and 
mobilisation of scarce resources. It came to define a way of producing, 
distributing and consuming goods and services that transcends the goal 
of obtaining monetary gains. The popular economy is associated to the 
logic of reproduction of life (and not of capital) in the sense of the satis- 
faction of values of use and the valorisation of work and of human beings 
(Icaza and Tiriba 2009: 150). 

A set of adjectives often accompany the concept of popular economy. 
The notion of “popular economy of solidarity”, or “popular solidar- 
ity economy”, accounts for the collective forms of organisation whose 
political project is supporting the implementation of the principle of 
solidarity. One of the first to refer to the concept of popular solidar- 
ity economy was Luis Razeto. This author found that, in scenarios of 
precariousness and systemic insecurity, autonomous work organisation 
experiences, associative and community-work initiatives, workers’ coop- 
eratives, as well as initiatives that pursue common benefits or benefits for 
third parties emerge. The situation of deprivation, according to Razeto 
(1988), favours the association, complementation and active and direct 
cooperation among people who have scarce resources, generating bonds 
of solidarity. A solidary economic rationality and a transforming energy 
emerge from their ways of being and acting. It is in this context that the 
concept of popular economy was born, in association with the concept 
of solidarity economy. 

Self-managed workers units were reinterpreted in light of these new 
approaches as non-capitalist experiences whose development is not 
only possible but also contains an emancipating and counter-hegemonic 
potential. These experiences would point at a possible other mode of 
production—an alternative to capitalism. Its specific rationality (subsist- 
ence, production of use value, simple or extended reproduction)? ceases to 
be understood as “pre-capitalist” to become regarded as “anti-capitalist”. 
This interpretive change is observed in Quijano (2011), who points out 
that these actors stop being victims of development and become the new 
protagonists of a social-emancipation process. 


3.2. The Solidarity Economy 


In Latin America, “solidarity economy” is the concept most commonly 
used to refer to collective economic organisations oriented to income 
generation for their members as well as to broader social benefits. While, 
in Europe, the debate around the solidarity economy has its main roots 
in the historical experience of cooperatives and associations (the “social 
economy”, see section 3.5), in a context characterised by the presence 
of strong welfare states, in Latin America, the historical roots of the 
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solidarity economy are to be found in the popular economy, within a 
context marked by insufficient systems of social protection (Laville and 
Gaiger 2009). In Latin America, the solidarity economy offers a criti- 
cal discourse about the capitalist economic system; it is understood as 
another way of producing and circulating goods and services, which 
articulates the state and the market to ensure the material survival of 
a large number of people. It is an approach that demands new regulat- 
ing principles in the economy, oriented to a change of structural dimen- 
sions of inequalities (Gaiger 2017). In Europe, the solidarity economy 
has been defined as “all the economic activities that are subject to a will 
to act democratically, in which social relations of solidarity have priority 
over individual interest or material profit” (Laville 2005: 253-259; our 
translation). 

Both approaches underline that solidarity-economy activities have 
economic and political dimensions that determine their originality. Eco- 
nomic rationality cannot be reduced to the market logic. Reciprocity and 
mutual commitment among the people who have given birth to the ini- 
tiatives are key elements which underpin these initiatives. The political 
dimension of the solidarity economy is expressed by the contribution of 
these movements to public spaces. 


3.3. The “Labour Economy” 


Another important approach was developed by Coraggio (2009). With a 
view to analysing these alternative organisations, he proposes the concept 
of “labour economy” (economia del trabajo), which he defines as an eco- 
nomic order based on principles contrary to the “economy of capital”: he 
opposes the logic of reproduction of life (in the labour economy) to the 
logic of accumulation of capital (in the economy of capital). In an alter- 
native systemic logic, the labour economy would be oriented towards the 
expanded reproduction of the capacities of all people and the improve- 
ment of the quality of life in society. The principles of integration of 
this new system are: subsistence, intra- and inter-community reciprocity, 
redistribution at different levels of society, exchange in regulated or free 
markets and “complexity planning”.* 

With a view to building another, counter-hegemonic economy, there is 
a Latin American research agenda aimed at finding alternative forms to 
the capitalist enterprise and the state. This agenda aims to promote the 
potential of these alternative forms with a view to supporting in turn a 
gradual transformation or a radical reform of capitalism. As Coraggio 
puts it, the labour economy aims to “recognise, recover, empower, invent 
and develop other forms of motivation and coordination of human activ- 
ities, so that other products and desirable results are achieved and so that 
[one] can fully enjoy daily life, which includes work as an experience of 
fraternity and pleasure” (ibid.: 122). 
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3.4. The Community Economy 


The “community economy” is a more recent concept in Latin American 
literature. It is associated with systems of production and reproduction 
of social life based on the principles and practices of territorially delim- 
ited communities. Its historical roots go back to the native populations 
that inhabited the continent before the European colonisation and to the 
groups that have immigrated in the region since the 19th century. The 
community economy is present in several countries of the region, such 
as Bolivia, Mexico, Chile, Ecuador and Brazil. The fact of belonging 
to a community is determined by kinship and ethnic ties. Communities 
are constituted mainly by indigenous people, peasants, quilombolas (an 
Afro-Brazilian resident of the quilombo settlements, first established by 
escaped slaves and still present today in Brazil) and fishermen groups. The 
main features of the community economy are the collective governance 
of common goods and the management of economic and social activi- 
ties based on solidarity practices. The levels of institutionalisation vary 
between countries but, in general, the degree of social recognition and 
the presence of norms and public policies to protect community-economy 
initiatives and support their development are very deficient (Hillenkamp 
and Wanderley 2015). 


3.5. The Social Economy and the Third Sector 


Other different terms and concepts, rooted in other contexts, such as the 
“social economy” or the “third sector”, have been used to qualify (some) 
of these initiatives. In Latin America, these concepts are not commonly 
used. However, the European tradition of the social economy has been an 
important source of inspiration in some countries, like Argentina. 
Although there is no single definition of the social economy, it is 
almost always presented as having two key aspects. On the one hand, the 
term is used to describe private, non-capitalist types of organisation, with 
special status and rules: cooperatives, associations, mutual societies and, 
with increasing frequency, foundations. On the other hand, the social 
economy refers to principles and values: social-economy organisations 
are characterised by independent management; they are set up with the 
aim of serving their members or the community rather than maximising 
profit (hence, the distribution of profits is limited in these organisations, 
and they have joint reserves that cannot be shared); and they are char- 
acterised by the equality of members and a democratic decision-making 
process. Despite social, cultural, political and epistemological differ- 
ences between the social-economy approach and the solidarity-economy 
approach, debates in the North and in the South have been connected, 
giving rise to hybrid designations, like the “social and solidarity econ- 
omy” in some national contexts and even in international settings, as 
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testified by the name of the Intercontinental Network for the Promotion 
of Social Solidarity Economy (RIPESS). 

Another significant influence can be found in the American concept 
of the “third sector”, which reached Latin America inter alia through 
the Johns Hopkins Comparative Non-Profit Sector Project (CNP). The 
latter indeed included Argentina, Brazil, Chile, Colombia, Mexico and 
Peru. The CNP developed a structural operational definition, accord- 
ing to which non-profit organisations share five main features: they are 
organised, private, non-profit-distributing, self-governing and voluntary 
(Salamon and Anheier 1997). 

More recently, the concepts of “social enterprise” and “social entre- 
preneurship” have also entered the debate in several Latin American 
countries, as they did in most regions of the world. 


4. Different Schools of Thought in the Field 
of Social Enterprise 


As explained at the beginning of this chapter, faced with the variety 
of terminologies and concepts, the “International Comparative Social 
Enterprise Models (ICSEM) Project” chose to adopt the generic concept 
of “social enterprise” (SE) as a heuristic tool, with a view to better under- 
standing these “alternative” economic types of organisation. 

It is now well documented that the concept of social enterprise has 
emerged simultaneously in the US and in Europe, in the 1990s, in ref- 
erence to a set of new entrepreneurial initiatives seeking social goals. 
Defourny and Nyssens (2010) distinguish between three main “schools 
of thought”: the earned-income school, the social-innovation school and 
the approach adopted by the EMES International Research Network. 


4.1. The Earned-Income School of Thought 


For the earned-income school of thought, social enterprise can be defined 
as any type of earned-income business or strategy undertaken by a non- 
profit to generate revenue in support of its social mission. Defourny and 
Nyssens (2010) distinguish a first stream, within this school, which they 
name the “commercial non-profit” approach, with a view to underlin- 
ing a key difference (namely the fact that the organisations considered 
as social enterprises by scholars belonging to this first stream were all 
non-profits) with a later development, referred to as the “mission-driven 
business” approach, and which embraced all types of organisation, be 
they non-profit or for-profit, launching business activities to address 
social problems. Over the last years, when some networks (like the Social 
Enterprise Knowledge Network), linked to business schools,’ started to 
embrace the concept of social enterprise in Latin America, it was most 
often used along the lines of this “earned-income” school of thought, 
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as they define social enterprises as “private (and formal) organisations 
that employ market strategies to obtain financial resources, in order to 
achieve social value for [their] members and/or for groups or communi- 
ties” (Marquez et al. 2010: 97). 

To a large extent, the concept of social business as promoted by 
Muhammad Yunus (2010) can also be related to the “mission-driven 
business” approach, although it also involves stronger conditions: 
“A social business is a non-loss, non-dividend company designed to 
address a social objective” (Yunus 2010). This concept was mainly devel- 
oped to describe a business model that focuses on the provision of goods 
or services to (very) poor customers, which constitute a new market seg- 
ment (often called the “bottom of the pyramid”) in developing countries. 
Such a social business is supposed to cover all its costs through market 
resources. It is owned by (often large) investors who, at least in Yunus’s 
version, do not receive any dividend, as profits are being fully reinvested 
to support the social mission. 


4.2. The Social-Innovation School of Thought 


The social-innovation school of thought focuses on the very specific 
nature of the social entrepreneur and on his/her creativity, dynamism 
and leadership in coming up with new responses to social needs (Dees 
1998). The emphasis here is on the systemic nature of innovation and the 
scope of its social or societal impact, rather than on the types of resources 
mobilised. The Ashoka organisation has played a pioneering role in pro- 
moting this way of thinking; since the early 1980s, it has supported entre- 
preneurs of this kind, even though the term “social entrepreneur” was 
only adopted at a later stage. 

Some authors (such as Emerson 2006) emphasise the need to com- 
bine these different approaches into a common characterisation of social 
entrepreneurship based on four key criteria: the pursuit of social impacts; 
social innovation; the mobilisation of commercial revenues; and the adop- 
tion of managerial methods, whatever the legal status of the organisation 
(for-profit or not-for-profit, private or public). These authors emphasise 
the double, or even triple, bottom line of these organisations, and the 
creation of mixed or economic and social added value (“blended value”), 
with closely linked economic and social dimensions. 


4.3. The EMES Approach 


In Europe, the EMES International Research Network developed the first 
theoretical and empirical milestones of SE analysis (Borzaga and Defourny 
2001). The EMES approach derives from extensive dialogue among sev- 
eral disciplines (economics, sociology, political science and management) 
as well as among the various national traditions and sensitivities present 
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in the European Union. Moreover, guided by a project that was both 
theoretical and empirical, it preferred from the outset the identification 
of three subsets of indicators (relating respectively to the economic and 
entrepreneurial dimension, the social dimension and the governance of 
social enterprise) over a concise and elegant definition. These indicators 
are the following: 


Economic and entrepreneurial dimension of social enterprise 


a) 


A continuous activity producing goods and/or selling services 

Social enterprises, unlike some traditional non-profit organi- 
sations, do not normally have advocacy activities or the redistri- 
bution of financial flows (as, for example, many foundations) as 
their major activity, but they are directly involved in the produc- 
tion of goods or the provision of services to people on a continu- 
ous basis. The productive activity thus represents the reason, or 
one of the main reasons, for the existence of social enterprises. 
A significant level of economic risk 

Those who establish a social enterprise assume totally or partly 
the risk inherent in the initiative. Unlike most public institutions, 
social enterprises’ financial viability depends on the efforts of 
their members and workers to secure adequate resources. These 
resources can have a hybrid character: they may come from trading 
activities, from public subsidies or from voluntary contributions. 
A minimum amount of paid work 

As in the case of most traditional non-profit organisations, 
social enterprises may also combine monetary and non-monetary 
resources, and voluntary and paid workers. However, the activ- 
ity carried out in social enterprises requires a minimum level of 
paid work. 


Social dimension of social enterprise 


d) 


An explicit aim to benefit the community 

One of the major aims of social enterprises is to serve the com- 
munity or a specific group of people. In the same perspective, a 
feature of social enterprises is their desire to promote a sense of 
social responsibility at the local level. 
An initiative launched by a group of citizens or civil-society 
organisations 

Social enterprises are the result of collective dynamics involv- 
ing people belonging to a community or to a group that shares 
a well-defined need or aim; this collective dimension must be 
maintained over time in one way or another, even though the 
importance of leadership (by an individual or a small group of 
leaders) must not be neglected. 
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f) A limited profit distribution 
The primacy of the social aim is reflected in a constraint on the dis- 
tribution of profits. However, social enterprises do not only include 
organisations that are characterised by a total non-distribution 
constraint, but also organisations that—like cooperatives in many 
countries—may distribute profits, but only to a limited extent, thus 
allowing to avoid a profit-maximising behaviour. 


°  Governance-related dimension of social enterprise 


g) A high degree of autonomy 
Social enterprises are created by a group of people on the basis 
of an autonomous project and they are governed by these peo- 
ple. They may depend on public subsidies but they are not man- 
aged, be it directly or indirectly, by public authorities or other 
organisations (federations, private firms, etc.). They have both 
the right to take up their own position (*voice") and to termi- 
nate their activity (“exit”). 
h) A decision-making power not based on capital ownership 
This criterion generally refers to the principle of *one member, 
one vote", or at least to a decision-making process in which the 
voting power is not distributed according to capital shares in the 
governing body which has the ultimate decision-making rights. 
i) A participatory nature, which involves various parties affected 
by the activity 
Representation and participation of users or customers, influ- 
ence of various stakeholders on decision-making and a partici- 
pative management often constitute important characteristics 
of social enterprises. In many cases, one of the aims of social 
enterprises is to further democracy at the local level through eco- 
nomic activity. 


Such indicators were never intended to represent the set of conditions 
that an organisation should meet in order to qualify as a social enter- 
prise. Rather than constituting prescriptive criteria, they describe an 
“ideal-type” in Weber’s terms, i.e. an abstract construction that enables 
researchers to position themselves within the “galaxy” of social enter- 
prises. In other words, they constitute a tool, somewhat analogous to a 
compass, which helps analysts locate the position of the observed entities 
relative to one another and eventually identify subsets of social enter- 
prises they want to study more deeply. Those indicators allow for the 
identification of brand new social enterprises, but they can also lead to 
designate as social enterprises older organisations being reshaped by new 
internal dynamics. 

These nine indicators are focused on the internal governance of social 
enterprises, but the EMES approach is not restricted to this aspect. Indeed, 
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according to EMES, social enterprises also have a special place in soci- 
ety. They pursue simultaneously economic, social and political goals 
(Defourny and Nyssens 2006). They are economic actors, but they do not 
rely exclusively on the rationality of the market. Indeed, as the EMES indi- 
cators state, the financial viability of social enterprises depends on their 
members’ efforts to secure adequate resources to support the enterprise’s 
social mission, but these resources can have a hybrid character: they may 
come from trading activities, but also—to borrow concepts from Polanyi’s 
substantive approach—from redistribution and reciprocity (Defourny and 
Nyssens 2006). Social enterprises pursue social goals connected to their 
social mission; their political goals refer to their “political embedded- 
ness”, which sheds light on the fact that SEs have a role in the constitution 
of a democratic framework for economic activity (Laville et al. 2006). 

The EMES approach proved to be empirically fertile; it has consti- 
tuted the conceptual basis for several EMES research projects, in differ- 
ent industries, such as personal services or local development (Borzaga 
and Defourny 2001) or work integration (Nyssens 2006), sometimes 
enlarged to Central and Eastern Europe (Borzaga et al. 2008) or Eastern 
Asia (Defourny and Kuan 2011). 


5. Contents and Structure of the Book 


The first part of the present volume gathers contributions that were 
drawn up in the framework of the ICSEM Project about seven Latin 
American countries:? Argentina, Bolivia, Brazil, Chile, Ecuador, Mexico 
and Peru. As explained above, these chapters, which are derived from 
contributions produced in the first phase of the Project, focus on the vari- 
ous national contexts and on the concepts used therein to capture the SE 
phenomenon or landscape. 

In the framework of the ICSEM Project, no a priori definition of social 
enterprise was imposed for the national contributions. We just delineated 
the field of analysis as “made of organisations that combine an entrepre- 
neurial dynamic to provide services or goods with the primacy of their 
social aims”. Instead, the emphasis was put on the embeddedness of the 
SE phenomenon in local contexts. This methodological strategy was 
adopted in a perspective favouring a bottom-up approach, with a view to 
capturing the dynamics and initiatives that can be understood as social 
enterprises or SE-like organisations. All the national chapters describe 
the diversity of SE models in the light of their historical and institutional 
background as well as in their current ecosystem. However, the authors 
used the EMES indicators to analyse these models. Indeed, the ICSEM 
methodology relied on the hypothesis that the three dimensions of the 
EMES ideal type—namely the nature of the social mission or social aims, 
the type of economic model and the governance structure—were particu- 
larly well suited inform the diversity of social enterprises. 
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The second part of the book contains three chapters, which present 
comparative analyses of social enterprise in Latin American countries. 
We present here the main objectives of these chapters as well as some of 
their main conclusions in a transversal perspective. 

Even though we observe a wide diversity of SE models within and 
across the different countries, shaped by the respective national contexts, 
Gaiger and Wanderley draw (in chapter 9) some supranational SE pat- 
terns, so as to offer a panoramic and integrated view of social enterprise 
in Latin America. The main criterion used to identify these patterns is the 
identity of the collective social agents that act as the main protagonists 
and determine the onset and trajectory of each pattern—a class, a social 
category, a group of individuals linked to a territory or a certain type of 
institution that promotes social enterprises to meet needs or respond to 
common aspirations. In order to lay down the main characteristics of 
these SE patterns, the authors compare them from the point of view of 
their degree of correspondence with each of the three dimensions of the 
ideal-typical EMES concept of social enterprise. 

In chapter 10, based on the “sociology of absences and emergences” 
(Santos 2001, 2011), Laville, Carvalho de França Filho, Eynaud and 
Lucas dos Santos underline, in a historical perspective, the processes of 
“invisibilisation” that occur around the experiences in which most of the 
SE patterns are embedded. The “sociology of emergences” refers to “the 
procedure through which what does not exist, or that whose existence is 
socially ungraspable or inexpressible, is conceived as the active result of 
a given social process” (Santos 2001: 191). The sociology of emergences 
proposes a process of enlargement of knowledge, practices and agents 
in order to identify “plural and concrete possibilities, which are both 
utopian and realistic” (Santos 2011: 36). In the SE field, this approach 
highlights the importance of making visible the “hidden” SE patterns as 
well as their specificities. 

Gaiger and Wanderley, through their transversal analysis, iden- 
tify seven SE patterns: (1) ethnic and community-based organisations; 
(2) traditional social-economy organisations; (3) organisations based 
on the popular economy; (4) self-managed class-related organisations; 
(5) organisations for socio-economic inclusion; (6) philanthropic- 
solidarity organisations; and (7) social-purpose organisations oriented 
by market logic. Most of these patterns are driven by grassroots actors, 
operating on the margins of capitalist dynamics and excluded from insti- 
tutionalised systems of solidarity. As underlined by Laville and his co- 
authors in chapter 10, these SE patterns are deeply historically rooted 
in popular practices that have been marginalised over time through pro- 
cesses dominated by the “hegemonic globalisation” movement which has 
shaped Latin America’s conflicting history. 

In order to make these SE patterns visible, the authors of both chapters 
underline the importance of enlarging the representation of the economy, 
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analysing it through Polanyi’s lenses. Following Polanyi (1944) in his his- 
torical and anthropological approach of the economy, we can say that, 
even though these social enterprises operate on the market, their ration- 
ality is not oriented towards the accumulation of profit. Indeed, with- 
out denying the importance of the profit motive that characterises the 
capitalist economy, Polanyi also highlights other economic practices, not 
oriented towards the accumulation of profit: redistribution, reciprocity 
and household administration. Social enterprises are characterised by the 
use of resources originating not only in the market (through the sale of 
products and services) or in the state (through redistribution via subsidies 
and tax advantages, among others), but also in reciprocity and domes- 
ticity. In reciprocity relationships, actors are voluntarily complementary 
and interdependent. Reciprocity is based on the gift as a basic social fact; 
it calls for a socially acceptable counter-gift, regulated by social norms 
(Polanyi et al. 1957). A special form of reciprocity is practiced within 
autarchic groups (such as the household units); Polanyi calls it “house- 
hold administration”. The economic logics of domesticity and reciprocity 
deeply shape some of the Latin American SE patterns embedded in the 
universe of the popular economy. 

However, SEs are not just “hybrid” organisations, which combine dif- 
ferent types of economic resources. They also shape new institutions and 
norms in society. As economic actors, they try to promote different types 
of market, not driven by the capitalist logic of private accumulation. 
From the point of view of governance, their autonomous collective man- 
agement is a practical exercise and a fundamental institutional learning 
experience for the strengthening of participatory and deliberative demo- 
cratic cultures. In the public sphere, the struggle for the legal recognition 
of the diversity of economic organisations and the leadership assumed by 
these organisations in proposing appropriate public policies and norma- 
tive frameworks contribute to building alternative development routes, 
which take economic plurality into account. Therefore, political, social 
and economic processes cannot be dissociated in the analysis of the SE 
landscape. 

Social enterprises also actually experience tensions, resulting in what 
various authors call the “blurring boundaries” between sectors, as they 
have to deal with contradictory pressures from multiple institutional ref- 
erents (Battilana et al. 2014). A first type of tension lies in the conflict 
between the instrumental rationality of the market, which tends to be ori- 
ented to the maximisation and distribution of profit, on the one hand, and 
the primacy of the social mission and democratic values in social enter- 
prises, on the other hand. Traditional social-economy organisations and 
social-purpose organisations oriented by market logic appear especially 
prone to this type of tension. A second type of tension could be identified 
in SE patterns where household administration and reciprocity have an 
important place. Relations based on power and subordination are deeply 
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rooted in the region's patriarchal culture and can be reproduced in some 
ethnic and community-based organisations as well as in organisations 
rooted in the popular economy. In other cases, when social enterprises 
receive significant support from redistribution or philanthropy, especially 
when they are promoted by the state or NGOs’ programmes, their strict 
regulation and supervision may hamper their autonomy and the emanci- 
pation of their main beneficiaries. A last type of tension can come from 
the type of discourse underpinning the SE field. Laville and his co-authors 
contrast two radically different types of societal projects: what they call 
the “solidarity-enterprise” project, shaped by a double—economic and 
political—dimension and embedded in a plural economy, and the dis- 
course around “social business”, considered as a new form of capitalism, 
driven by market and philanthropic logics. 

One of the main goals of the ICSEM Project was to show that it was 
feasible to theoretically and empirically build typologies of SE models 
at the international level. The last chapter, by Defourny, Nyssens and 
Brolis, addresses the lack of a scientifically robust typology of SE. With 
a view to overcoming this gap, they propose a theoretical framework 
relying on two building blocks: on the one hand, “principles of inter- 
est”, as key driving forces at work in various parts of the economy and 
as matrices from which social enterprise dynamics can emerge; on the 
other hand, “resource mixes”, as a key dimension of social enterprise. 
On this basis, they identify four major SE models. The “entrepreneurial 
non-profit model” gathers all non-profit organisations (most often gen- 
eral-interest associations) that are developing any type of earned-income 
activities in support of their social mission. The “public-sector social- 
enterprise model” results from a movement of public services towards 
marketisation, which embraces inter alia “public-sector spin-offs”. The 
“social-cooperative model” differs from traditional mutual-interest 
organisations—i.e. cooperatives and mutual-interest associations—in 
that it combines the pursuit of its members’ interests (mutual interest) 
with the pursuit of the interests of the whole community or of a spe- 
cific group targeted by the social mission (general interest). The “social- 
business model” is rooted in a business model driven by shareholders’ 
(capital) interest, but social businesses mix this logic with a “social entre- 
preneurial” drive aimed at the creation of a “blended value”, in an effort 
to balance and better integrate economic and social purposes. 

This typology is tested through the statistical exploitation of the large 
international dataset resulting from the ICSEM survey. The main finding 
is that three of the four models are strongly supported by the empirical 
analysis, as it was also the case at the worldwide level: the existence of 
a cooperative-type SE model, a social-business model and an entrepre- 
neurial non-profit model is fully confirmed at the Latin American level. 
Latin American SEs—be they cooperatives, non-profit organisations or 
social businesses—are much smaller than their world-level counterparts, 
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though. These results also show that, although SEs are influenced by 
institutional factors at the macro and the meso level (which contribute 
to shaping various patterns, as we explained above), they stem from 
all parts of the economy and can be related to different organisational 
backgrounds—namely, the non-profit, cooperative and traditional busi- 
ness sectors. 

It is not surprising that the cooperative type—and especially worker 
cooperatives—constitutes the dominant form of SE in Latin America. 
The pursued mutual interest refers to the jobs provided to workers under 
their own control. But the workers are generally poor people, living at 
the margins of the society. Therefore, members’ mutual interest includes 
a true social mission from at least three points of view: first, providing 
workers with a job, and making it stable through these workers’ control; 
secondly, improving members’ income and living conditions as well as 
those of their families; and thirdly, pursuing a broader goal of empower- 
ment of the poor and promotion of economic democracy in the work- 
place and beyond. Cooperative values are the crucible from which an 
important share of Latin American SEs emerge. However, this does not 
mean that all registered cooperatives in Latin America can be considered 
as SE as, in many cases, these organisations turn away from the coopera- 
tive ideals and, a fortiori, from the universe of social enterprise. 

The organisations belonging to the entrepreneurial non-profit model 
display a diversity of resources, with less than one third of their income 
coming from the market; this contrasts with the view conveyed by some 
influential voices that highlight SE as “a market solution to a social prob- 
lem”. However, it also appears that the resource mix of Latin American 
SEs includes much fewer public resources than the resource mix of their 
counterparts at worldwide level; this feature reflects the weakness of state 
support to the SE field. We do not observe either an involvement of pub- 
lic authorities in the governance of SEs. 

What is at stake with the quest for a typology of SE models at the 
international level is not just a wide, although simplified, view of the 
various SE types. It is not either a “struggle” against too much diversity. 
It is first and foremost a question of uncovering and acknowledging the 
fact that today, a wide range of initiatives, primarily driven by social 
aims, address social or societal challenges. This book provides an insight 
into the diversity and complexity of these SE models in Latin America; it 
likely represents one of the most extensive descriptions so far of the real- 
ity of social enterprise in large parts of this region. 


Notes 


1 The Economic Complexity Index measures the level of sophistication of pro- 
ductive structures based on information on the diversification of the export 
basket and its ubiquity, that is, the ability to export goods that very few coun- 
tries export (Hausmann 2018). 
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2 The idea of state provision of basic services and protection under the concepts 
of social rights and social citizenship is rooted in the late 19th century, and it 
developed in industrial economies in the first half of the 20th century. 

3 For an explanation of these notions, see Bottomore (2001). 

4 “Complexity planning” (planificación de la complejidad) refers to a new ana- 
lytical and planning framework which includes multiple interdependent factors 
that shape changing and unstable economic, social and environmental settings, 
whose future evolution is difficult to foresee. In particular, we refer here to 
foreseeing the non-intentional effects of particular actions. 

5 This network brings together representatives from leading schools of business 
administration in Latin America (see www.sekn.org/en/publication-en/). 

6 Earlier versions of most chapters have been published in the ICSEM Work- 
ing Papers Series, which constituted the output of the Project’s first phase (see 
www.iap-socent.be/icsem-working-papers). 


References 


Battilana, J. & Lee, M. (2014) “Advancing research on hybrid organizing— 
insights from the study of social enterprises”, The Academy of Management 
Annals, Vol. 8, No. 1, pp. 397-441. 

Borzaga, C. & Defourny, J. (eds) (2001) The Emergence of Social Enterprise, 
London and New York: Routledge (paperback edition: 2004). 

Borzaga, C., Galera, G. & Nogales, R. (eds) (2008) Social Enterprise: A New 
Model for Poverty Reduction and Employment Generation, Bratislava: United 
Nations Development Programme. 

Bottomore, T. (ed.) (2001) A Dictionary of Marxist Thought, Cambridge, MA: 
Blackwell Plublishers. 

Bovarnick, A., Alpizar, F. & Schnell, C. (eds) (2010) Latin America and the Car- 
ibean: A Biodiversity Super Power, New York: UNDP. 

CAF (2006) Camino a la transformación productiva en América Latina. Reporte 
de Economia y Desarrollo, Caracas: Unidad de Publicaciones de CAF. 

Carbonnier, G., Campodónico, H. & Tezanos Vazquez, S. (2017) Alternative 
Pathways to Sustainable Development: Lessons from Latin America, Leiden: 
Brill Nijhoff. 

Cattani, A. D., Laville, J-L., Gaiger, L. I. & Hespanha, P. (eds) (2009) Dicionário 
internacional da outra economia, Coimbra: Edições Almedina, AS. 

Coraggio, J. L. (2009) “Economia do Trabalho”, in Cattani, A. D., Laville, J-L., 
Gaiger, L. I. & Hespanha, P. (eds) Diccionario Internacional de Outra Econo- 
mia, Coimbra: Edições Almedina, AS. 

Dees, J. G. (1998) The Meaning of Social Entrepreneurship, Stanford: Stanford 
University, Mimeo. 

Defourny, J. & Kuan, Y. Y. (eds) (2011) *Social enterprise in Eastern Asia", 
Social Enterprise Journal, Vol. 7, No. 1, pp. 85-109. 

Defourny, J. & Nyssens, M. (2006) *Defining social enterprise", in Nyssens, 
M. (ed.) Social Enterprise: Between Market, Public Policies and Civil Society, 
London and New York: Routledge, pp. 3-26. 

Defourny, J. & Nyssens, M. (2010) *Conceptions of social enterprise and social 
entrepreneurship in Europe and the United States: Convergences and differ- 
ences", Journal of Social Entrepreneurship, Vol. 1, No. 1, pp. 32-53. 

De Soto, H. (1989) The Other Path, New York: Harper & Row. 


24 Nyssens, Wanderley and Gaiger 


Duryea, S. & Robles, M. (2016) Social Pulse in Latin America and the Carib- 
bean: Realities and Perspectives, Washington, DC: Inter-American Develop- 
ment Bank. 

ECLAC (2017) Social Panorama of Latin America, Santiago: United Nations. 

Emerson, J. (2006) “Moving ahead together: Implications of a blended value 
framework for the future of social entrepreneurship”, in Nicholls, A. (ed.) 
Social Entrepreneurship, New Models of Sustainable Social Change, New 
York: Oxford University Press, pp. 391-406. 

Gaiger, L. I. (2009) “Workers” economic solidarism in context: An overview in a 
Latin-American perspective”, in Defourny, J., Hulgard, L. & Pestoff, V. (eds) 
Social Enterprise, Social Entrepreneurship, Social Economy, Solidarity Econ- 
omy: An EMES Reader on the ‘SE Field’, (e-book ed.) European Research 
Network, pp. 305-319. 

Gaiger, L. I. (2017) “The solidarity economy in South and North America: 
Converging experiences”, Brazilian Political Science Review, Vol. 11, No. 3, 
pp. 1-27. 

Gaiger, L. I. (2018) “From informality to the solidarity economy: Enlarging the 
canon of knowledge”, paper presented at the 3rd EMES-Polanyi International 
Seminar, Welfare Societies in Transition, April, Roskilde University. 

Hausmann, R. (2018) “Complejidad económica en síntesis”, in Wanderley, F. & 
Peres-Cajias, J. (eds) Los desafíos del desarrollo productivo en el siglo XXI. 
Diversificación, justicia social y sostenibilidad ambiental, La Paz: UCB, Plural 
Editores & FES. 

Hillenkamp, I. 8% Wanderley, F. (2015) “Genése et logiques de justification de 
Péconomie communautaire et solidaire en Bolivie”, RECMA—Revue interna- 
tionale de l'économie sociale, Dossier 337. 

Icaza, A. M. S. & Tiriba, L. (2009) “Economía popular”, in Cattani, A. D., 
Laville, J-L., Gaiger, L. I. & Hespanha, P. (eds) Diccionario Internacional de 
Outra Economia, Coimbra: Edições Almedina, AS. 

ILO (1972) Employment, Income and Equality: A Strategy for Increasing Pro- 
ductive Employment, Geneva: ILO. 

ILO (2017) Labour Overview: Employment, Unemployment, Labour Market, 
Wage, Minimum Wage, Gender Gap, Labour Statistics, Working Conditions, 
Latin America, Central America, the Caribbean, Lima: ILO, Regional Office 
for Latin America and the Caribbean. 

Latinobarómetro. (2018) Informe 2018, Banco de datos en línea. Available 
HTTP: www.latinobarómetro.org. 

Laville, J-L. (2005) “Economie solidaire”, in Laville, J-L. & Cattani, A. D. (eds) 
Dictionnaire de l'Autre Economie, Paris: Desclée de Brouwer, pp. 253-260. 
Laville, J-L. & Gaiger, L. I. (2009) “Economía Solidaria”, in Cattani, A. D., 
Laville, J-L., Gaiger, L. I. & Hespanha, P. (eds) Diccionario Internacional de 

Outra Economia, Coimbra: Edições Almedina, AS, pp. 169-178. 

Laville, J-L., Lemaitre, A. & Nyssens, M. (2006) “Public policies and social 
enterprises in Europe: The challenge of institutionalisation”, in Nyssens, M. 
(ed.) Social Enterprise: At the Crossroads of Market, Public Policies and Civil 
Society, London and New York: Routledge, pp. 272-295. 

Lusting, N. (2017) “El impacto del sistema tributario y el gasto social en la dis- 
tribución del ingreso y la pobreza en América Latina. Una aplicación del marco 


Introduction 25 


metodológico del Proyecto Compromiso con la Igualdad (CEQ)”, El trimester 
Económico, Vol. LXXXIV (3), No. 335. 

Marquez, P., Reficco, E. & Berger, G. (2010) Socially Inclusive Business, Engag- 
ing the Poor through Market Initiatives in Iberoamerica, Cambridge and Lon- 
don: Harvard University. 

Meller, P. (2013) Recursos Naturales y Diversificación exportadora. Una mirada 
de futuro para América Latina, Santiago: CIEPLAN-CAF. 

Nun, J. (1969) “Superpoblación relativa, ejército industrial de reserva y masa 
marginal”, Revista Latinoamericana de Sociología, Vol. 5, No. 2, pp. 178-236. 

Nyssens, M. (ed.) (2006) Social Enterprise: At the Crossroads of Market, Public 
Policies and Civil Society, London and New York: Routledge. 

Ocampo, J. A. & Gómez-Arteaga, N. (2017) “Protection system in Latin Amer- 
ica: Toward universalism and redistribution”, Centre for Studies on Inequality 
and Development (CEDE), Working Paper, No. 122. 

Polanyi, K. (1944) The Great Transformation: The Political and Economic Ori- 
gins of Our Time, Boston: Beacon Press. 

Polanyi, K., Arensberg, C. & Pearson, H. (eds) (1957) Trade and Market in Early 
Empires, Economies in History and Theory, New York: Free Press. 

Portes, A. 8Z Castells, M. (1989) The Informal Economy: Studies in Advanced 
and Less Developed Countries, Baltimore: The John Hopkins University Press. 

Portes, A. 8 Schauffler, R. (1993) “Competing perspectives on the Latin Ameri- 
can informal sector”, Population and Development Review, Vol. 19, No. 1, 
pp. 33-60. 

Quijano, O. A. (1974) “The marginal pole of the Economy and the marginalized 
labour force”, Economy and Society, Vol. 3, No. 4, pp. 393-428. 

Quijano, O. A. (2011) “¿Sistemas alternativos de producción?” in de Souza San- 
tos, B. (ed.) Producir para vivir. Los caminos de la producción no capitalista, 
Mexico: Fondo de Cultura Económica. 

Razeto, L. (1988) Economía de solidaridad y mercado democrático, Libro ter- 
cero, Fundamentos de una teoría económica comprensiva, Santiago: P.E.T. 

Rojas, D. M. (2015) “La región andina en la geopolítica de los recursos estratégi- 
cos”, Análisis político, Vol. 28, No. 30, pp. 88-107. 

Salamon, L. M. & Anheier, H. K. (eds) (1997) Defining the Nonprofit Sector: 
A Cross-National Analysis, Manchester: Manchester University Press. 

Santos, B. de S. (2001) “Nuestra America: Reinventing a subaltern paradigm of 
recognition and redistribution”, Theory, Culture & Society, Vol. 18, No. 2-3, 
pp. 185-217. 

Santos, B. de S. (2011) “Epistémologies du Sud”, Études rurales [online], p. 187. 
Available HTTP: https://journals.openedition.org/etudesrurales/9351  (pub- 
lished online on September 12, 2018). 

UNDP (2016) Informe Regional sobre Desarrollo Humano para América Latina 
y el Caribe, New York: PNUD. 

Wanderley, F. (1999) *Pequenos Negócios, Industrializacao Local e Redes de 
Relacoes Económicas: Uma Revisao Bibliográfica em Sociologia Económica”, 
Revista Brasileira de Informaçao Bibliográfica em Ciências Sociais (BIB), 
No. 48, pp. 15-50. 

Wanderley, F. (2015) Desafíos Teóricos y Políticos de la Economía Social y Soli- 
daria. Lecturas desde América Latina, País Vasco: HEGOA. 


26 Nyssens, Wanderley and Gaiger 


Wanderley, F. (2017) “Entre el concepto minimalista y el concepto maximalista 
de economía social y solidaria. Tensiones teóricas y agenda future”, Reuista 
Economía, Vol. 69, No. 109, ISIP, UCE. 

Yunus, M. (2010) Building Social Business: Capitalism That Can Serve Human- 
ity’s Most Pressing Needs, New York: Public Affairs. 


Part I 


National Overviews 
of Social Enterprise 


Taylor & Francis 
Taylor & Francis Group 


http://taylorandfrancis.com 


1 Social- and Solidarity-Economy 
Organisations in Argentina 


Diversity, Models and Perspectives! 


Gonzalo Vazquez 


Introduction 


The ICSEM Project aims to carry out a comparative identification and 
characterisation of the different social-enterprise models in a variety 
of national contexts. In Argentina, the concept of “social enterprise” 
(empresa social) is limited to one type of initiatives, namely organisational 
experiences that focus on the work integration of people with disabilities 
or mental health problems. Consequently, and in order to cover a greater 
number and diversity of initiatives existing in the country, we decided to 
use the more comprehensive concept of “social- and solidarity-economy 
organisations” (SSEO). 

The comprehensive concept of SSEO adopted in this study intends to 
include a great variety of organisations that can be considered to be part 
of the field of the social and solidarity economy in Argentina, and which 
share, to a greater or lesser extent, the following characteristics: they are 
associative experiences engaged in a given kind of economic activity (pro- 
ductive, financial, commercial or consumer activity), organised according 
to the principles of self-management, participation and internal democ- 
racy, and which pursue social and political objectives directed towards 
satisfying the needs of their members and communities, through social 
integration and transformation. 

Nevertheless, the concept of SSEO that we are proposing relates with- 
out major problems with that of “social enterprise” proposed by the 
ICSEM Project. For the ICSEM Project, a broad definition has been pro- 
posed to delineate what can be called “social enterprises” as “organi- 
sations that combine an entrepreneurial dynamic to provide services or 
goods with the primacy of their social aims”. Moreover, a hypothesis was 
central to the project: three major dimensions would particularly inform 
the diversity of SE models: the nature of the social mission or social aims, 
the type of economic model and the governance structure. This hypoth- 
esis is embedded in the EMES approach to social enterprise, which pro- 
poses nine indicators: social enterprises (a) develop production activities 
and/or sell goods or services, (b) on the basis of a minimum amount of 
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paid labour, and (c) they face a significant amount of economic risk (eco- 
nomic dimension); they are (d) collective initiatives fostered by groups of 
people and organisations, (e) with explicit social objectives, and (f) they 
limit and direct the distribution of their income and surpluses (social 
dimension); lastly, the governance of these organisations (g) is based on 
the autonomy and self-management of their members, through (h) demo- 
cratic mechanisms of decision-making, based on member equality and on 
(i) the active participation of the different stakeholders interested in the 
project (governance dimension) (Defourny and Nyssens 2012). 

These nine indicators are focused on the internal governance of social 
enterprises, but the EMES approach is not restricted to this aspect. 
Indeed, according to EMES, social enterprises also have a special place 
in society. They pursue simultaneously economic, social and political 
goals (Defourny and Nyssens 2006). They are economic actors but they 
do not rely exclusively on the market. As the EMES indicators state, the 
financial viability of social enterprises depends on their members’ efforts 
to secure adequate resources to support the enterprise’s social mission, 
but these resources can have a hybrid character: they may come from 
trading activities, but also—to borrow concepts from Polanyi’s sub- 
stantive approach—from redistribution and reciprocity (Defourny and 
Nyssens 2006; Gardin 2006). Social enterprises pursue social goals con- 
nected to their social mission; their political goals refer to their “political 
embeddedness”, which sheds light on the fact that SEs have a role in the 
constitution of a democratic framework for economic activity (Laville 
et al. 2006). 

The main purpose of this chapter is to elaborate a proposal of identifi- 
cation and characterisation of the different types of SSEOs in the Argen- 
tinian context by classifying them into five main models. Before that, we 
present a brief historical framework of the Argentinian economy and an 
account of the emergence of the concepts and experiences that make up 
the field of the social and solidarity economy in the country. The chap- 
ter ends with some considerations regarding the particularities of Argen- 
tinian SSEOs in an international perspective, and their prospects in the 
current national and Latin American context. 


1. Brief Historical Framework 


In schematic terms, we can state that three different development models 
can be distinguished in Argentina throughout the country’s economic his- 
tory, up to the beginning of the 21st century: the “agro-export model” 
(from 1880 to 1930), the “industrialisation model” (between 1930 and 
1976) and the “neoliberal model” (from 1976 to 2001). So as to gain a 
better understanding of the experiences and organisations of the SSE in 
their historical national context, it is useful to provide a brief characteri- 
sation of these models and stages of the Argentinian development. 
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As regards the agro-export model, it was systematically promoted by 
the dominant sectors of Argentinian capitalism (landowners) since the 
beginning of the modern organisation of the nation, in the second half 
of the 19th century. This model was based on the productive speciali- 
sation of the agricultural and livestock sector, taking advantage of the 
temperate climate and fertile soil of the vast humid pampas. The pro- 
duction (mostly cereals and beef) was to be exported to the European 
markets, and especially to Great Britain—the world’s leading power at 
the time. At the same time, Argentina was a growing market for the 
core countries’ industrial goods and to carry out profitable capital invest- 
ments in sectors related to agro-export activities (railways, ports, cold 
storage, banks, etc.). This economic model—which constituted a typi- 
cal form of integration of a periphery-capitalism country in the world 
market?—generated a significant GDP growth and huge profits. But these 
benefits were exclusively appropriated by and concentrated in the hands 
of the dominant local class (large estate owners) and their foreign allies. 
The government, dominated by this “landowning oligarchy”, directed 
its policies and resources towards consolidating this model and did not 
pursue redistribution policies towards the less advantaged sectors. While 
the native indigenous peoples were either killed or expelled from their 
lands, the population of the country increased fourfold with a massive 
arrival of European (especially Spanish and Italian) immigrants, who 
were welcomed by the Argentinian state with openness, but without any 
major resources other than a public and free education of relatively good 
quality. 

It was precisely from the knowledge, experiences and cultural tradi- 
tions of the workers belonging to this immigrant European population 
that the first experiences of the social economy developed in Argentina: 
the first unions, mutuals and cooperatives emerged with the purpose of 
addressing the basic needs of their native communities and of the work- 
ing class as a whole. Other cooperatives were fostered by small- and 
medium-scale businessmen, as a way to carry out their activities while 
confronting big monopolies and a financial sector which did not take 
them into consideration. Furthermore, many other cooperatives emerged 
to provide basic public services in small- and medium-sized towns. All 
these organisations, which can be considered as the “founders” of the 
social economy in Argentina, were created without the support of the 
state, which, in general, did not consider them to be within its purview 
(Plotinsky 2017). 

The agro-export model was hit by a crisis in the 1930s, as the inter- 
national commercial scheme within which it was inserted started to 
weaken, due to the new protectionist policies that the core countries were 
adopting in the face of the severe worldwide crisis of capitalism of the 
time. In this context, in particular during Juan D. Perón's government 
(1946-1955), a new development model was launched. It was based on 
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the increase of industrial production for domestic consumption. Due 
to Keynesian state policies of market regulation and income redistribu- 
tion, there was an increase and growth in the sector of national capital 
enterprises, especially of the small- and medium-sized businesses. Fos- 
tered by this industrialisation model, full employment was attained and 
maintained for three decades, and salaries enabled the workers to sustain 
increasing levels of consumption and welfare. At the same time, universal 
social policies were introduced. They guaranteed the satisfaction of dif- 
ferent needs (education, health care, housing, culture, leisure, etc.) for a 
big majority of the Argentinian population. 

This context of a growing domestic market saw the emergence of 
many production, consumer and credit cooperatives (Levin and Verbeke 
1997). The state also began to promote these initiatives: for example, in 
its first five-year plan, Perón's government promoted agricultural coop- 
eratives in rural areas and consumer cooperatives in the cities; its second 
five-year plan proposed the creation of a “large national cooperative 
system”, but this plan could not be implemented due to the coup that 
overthrew the Peronist government in 1955. The national institutions 
and laws that still regulate cooperatives and mutuals in Argentina were 
designed at the end of the industrialisation period, at the beginning of 
the 1970s (Plotinsky 2017). 

Despite the social improvements described above, the industrialisation 
model could not be permanently consolidated in Argentina. This was so, 
in part, because of structural economic problems (the dependency on for- 
eign goods, technologies and capitals; a national rentier and short-term- 
oriented bourgeoisie; etc.), and also because of the permanent political 
opposition exerted by the most powerful economic sectors (landowners 
who exported agricultural goods, big transnational companies and their 
representatives in the governments of the core countries and in interna- 
tional institutions), who never accepted the policies of market regulation 
and resource redistribution from the capital owners towards the workers 
that were advocated by the industrialisation scheme. This is why, in the 
context of a major internal political conflict, a change in the economic 
model was forcibly imposed by another coup on March 24, 1976. Any 
intention of popular resistance was eliminated by an extremely violent 
repressive policy, which included kidnapping, torturing and the disap- 
pearance and death of thousands of workers, students and political and 
social activists. This civil-military dictatorship, which lasted from 1976 
to 1983, marked a point of inflection in the Argentinian history, and it 
heralded a period of profound economic, social and cultural degradation 
for the majority of the population. 

The neoliberal model introduced by this dictatorship was subsequently 
reinforced during the democratically elected governments (mainly in the 
1990s), which gave in to the pressures of the International Monetary 
Fund to adopt the policies of the so-called Washington Consensus, in the 
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context of a new period of capitalist globalisation. The policies carried 
out during this period promoted the liberalisation and openness of goods 
and capital markets, the reduction of the role of the state in the econ- 
omy (deregulation, privatisations and fiscal adjustments), the absence 
of protection for the national production facing foreign competition, a 
reduction in the real income of workers, and the deregulation of work- 
ing conditions. In the Argentinian economy, these policies resulted in a 
strong deindustrialisation process, the disappearance of a large number 
of national enterprises (mainly small- and medium-sized businesses) that 
produced for the domestic market, an unprecedented increase in unem- 
ployment and, consequently, the impoverishment and social exclusion of 
large sectors of the Argentinian population. 

The organisations of the social economy were greatly harmed by the 
neoliberal policies. Due to the fact that they are organisations promoting 
democratic and participative relations at the community level, the 1976 
coup considered them a potential enemy and, for that reason, it left them 
unprotected and legislated against their interests. For example, an act 
forced more than 400 cooperative credit unions to turn into commercial 
banks in order to continue operating, and another act forbid coopera- 
tives to be media licensees (Plotinsky 2017). With the policies of market 
openness and deregulation, the organisations of the social economy were 
forced to compete against big corporations in concentrated markets; as 
a consequence, many credit, farmers’ and consumer cooperatives ceased 
to exist, lost their members or sacrificed a significant part of their coop- 
erative identity in order to survive (Levin and Verbeke 1997). Only one 
type of organisation of the social and solidarity economy grew strongly 
in number: worker cooperatives and entrepreneurial initiatives self- 
managed by their workers, which became associative alternatives shelter- 
ing their members from unemployment and spaces of resistance. A good 
example hereof are the “recovered enterprises” (empresas recuperadas, 
i.e. enterprises taken over by their workers, usually after a capitalist com- 
pany closure) that emerged in the 1990s. 

The neoliberal policies plunged Argentina into a long and deep eco- 
nomic crisis, which reached its peak with the social and political outburst 
of December 2001, which expressed a popular rejection of the model 
of the time and a demand for a radical change in public policies. So, 
between 2003 and 2015, during the Peronist governments of Néstor and 
Cristina Kirchner, the liberal recipes were abandoned, and policies were 
implemented to reindustrialise the economy and to protect employment 
and domestic consumption, as well as to support state intervention of 
a redistributive character oriented towards the expansion of the public 
welfare system. This happened in the context of a regional trend towards 
popular and/or left-wing governments in almost all South America 
(Chavez in Venezuela, Lula in Brazil, Evo Morales in Bolivia, Correa in 
Ecuador, etc.), which brought about significant processes of expansion of 
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rights and improvements in the majorities’ well-being, after decades of 
degradation brought about by the neoliberal era. 

In this context and during this period, the organisations of the social 
and solidarity economy were strongly fostered by the state. Policies to 
encourage associative initiatives through the massive granting of cred- 
its and subsidies were introduced as a strategy to reduce poverty. Fur- 
thermore, the creation of a great number of worker cooperatives was 
promoted in order to carry out public works (urban infrastructure, hous- 
ing, sanitation networks, etc.) in low-income neighbourhoods, providing 
income and employment opportunities for a population excluded from 
the labour market. On the other hand, the redistributive policies, which 
increased the income of several sectors of the population, resulted in a 
considerable growth of consumption and favoured the national enter- 
prises that produced for the domestic market, such as small- and medium- 
sized businesses, cooperatives and “recovered enterprises”. There were 
also generally favourable legislation changes for the sector. For exam- 
ple, the bankruptcy law was modified, providing a legal framework that 
expedited the process of enterprise recovery by workers having lost their 
jobs, through the setting up of worker cooperatives. 

Finally, at the end of 2015, a political alliance of a different ideological 
orientation came into power. This alliance clearly favours neoliberal poli- 
cies and represents the interests of the most economically and financially 
powerful sectors. This takes place in the larger context of a change in the 
tendency at the South American level, with new right-wing governments 
(even established, in some cases—as in Brazil—through parliamentary 
coups), which encourage the re-emergence of the neoliberal programme, 
coming into power. This new political scenario presents huge challenges 
for the organisations of the social and solidarity economy, which will be 
discussed in the following pages. 


2. Relevant Concepts in the Argentinian Context 


As we have stated in the introduction, the concept of “social enterprise” 
is limited in Argentina to a particular type of initiatives, which aim at 
the integration of people with disabilities and mental health problems by 
means of their work. Towards the end of the 1990s and the beginning of 
the 2000s, under the impetus of international cooperation agencies and of 
some NGOs linked to these, the experience of “Italian social cooperatives” 
began to spread in Argentina.’ The organisations promoting the concept 
suggested that it would be beneficial for Argentina to encourage the forma- 
tion of organisations that would pursue the social integration of the “dis- 
advantaged” by means of their own work. One idea of the local advocates 
of this notion was that the concept of “disadvantaged” should include not 
only people with mental health problems or disabilities, but also the home- 
less, long-term unemployed and other workers excluded from the formal 
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labour market. This understanding of social enterprise is very close to the 
concept of work-integration social enterprise (WISE) (Defourny and Nys- 
sens 2006). Since the country was undergoing a major employment and 
social crisis at the time, this proposal struck a chord and gave rise to sev- 
eral initiatives as well as to the Network of Argentinian Social Enterprises 
(Red de Empresas Sociales Argentinas, or REDESA), which gathered them. 

There was also academic research at the time that adopted the concept 
of “social enterprise” in a more comprehensive way than the usual mean- 
ing of work-integration initiatives, with a view to identifying a group of 
organisations existing in the country and to analysing their characteris- 
tics and potentialities by framing this kind of experiences in a broader 
field, namely that of the “social economy” .* It was precisely during those 
years that the concept of social economy began to gain strength within 
the national context, and it managed to bring together several experi- 
ences that had emerged as a response to the crisis. In this way, the use 
of the concept of social enterprise was rapidly reduced and, since then, it 
has only had a marginal use in the country, both in the academia and in 
the field of alternative economic practices. 

By the turn of the 21st century, the use of the concept of social economy 
had grown significantly in Argentina, because of the popular responses 
that had been emerging in the face of the crisis. At university level, 2003 
saw the creation of the first Master’s Degree in Social Economy. Accord- 
ing to its proponents, “the Master’s Degree received the name social 
economy to indicate that it would have an alternative focus, different 
from the neoliberal economic perspective, and that it would contribute to 
the development of a new, multidisciplinary, academic and professional 
field, able to account for the new forms of economic organisation and 
action in the process of building Another Economy”. 

This re-emergence of the concept of social economy in Argentina did 
not occur without tensions: the cooperative and mutualist sectors had 
been using this denomination for a long time in the country, and it took 
them several years to accept the new emerging initiatives under the same 
conceptual and terminological framework they had traditionally been 
using (Plotinsky 2015). 

Moreover, since 2001, the social, political and academic movement 
formed around the World Social Forum of Porto Alegre, where Argentin- 
ian participation proved to be very important, has been very influential. In 
this forum, there was a significant number of people and collective projects 
identifying with the idea that *another world is possible" and which, in 
particular, were part of the collective shaping of *another economy"—an 
alternative to the economy established by neoliberal capitalism. Through 
the exchange of experiences and literature with neighbouring countries 
and other places in Latin America, the notion of “solidarity economy", 
widely used in these close national contexts, and particularly in Brazil, 
made a strong entrance in the Argentinian landscape." 
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Around the first decade of the 21st century, the overarching concept of 
“social and solidarity economy” emerged and spread rapidly in Argen- 
tina as a concept able to include a wide and diverse range of practical 
experiences and theoretical proposals. The term “social and solidarity 
economy” (SSE) has since gradually gained acceptance and it is now the 
most widely used denomination, both by academia? and by the members 
of the organisations that make up this field. 

However, it must be underlined that, when the term SSE is used in 
Argentina, it does not always refer to the same idea. Nowadays, it is a 
polysemic concept (Pastore 2010), which is used in several ways: 


° The concept is first used to denote a group of economic experiences 
(productive, financial, commercial, consumer initiatives) which have 
certain characteristics (they are associative, self-managed, demo- 
cratic, inclusive, sustainable, etc.) and which aim at the satisfaction 
of needs, not at the accumulation of capital. It is this sense of the 
term that we adopt in this work, since it refers to the organisations 
that make up this “sector” of the economy and which can be empiri- 
cally observed and comparatively analysed and studied. 

° Secondly, “SSE policies” is a term used to designate a variety of pub- 
lic policies geared towards the promotion of productive activities that 
provide income to the poorest sectors of the population. These kinds 
of policies began to be implemented in 2003 and grew in number 
within the context of state strategies of social welfare and assistance, 
and they permeated into different levels of the state (local, provincial, 
national) and administrations of different political parties. 

e Thirdly, the term SSE is also used to designate a proposal for social 
transformation that expresses radical criticism of the capitalist sys- 
tem and which suggests the need and the possibility to shape an 
alternative—“another economy” (Vazquez 2009). This utopian 
meaning of the term SSE—mainly used in activist spaces and political 
debate—puts a strain on the previous senses, which inevitably function 
within the frame of the capitalist system that they strive to overcome. 

e Finally, within the context of a paradigmatic debate in the field of 
economic theory, the SSE is considered a critical perspective, opposed 
to the dominant neoclassical paradigm. The SSE theoretically chal- 
lenges the definition of what the economy is and the way in which 
economic activities and institutions are organised. It points out the 
need to broaden the perspective and to adopt a more plural and sub- 
stantive approach, able to include non-commercial or non-monetary 
practices, as well as practices guided by a reproductive economic 
rationality. 


Social and solidarity-economy organisations (SSEOs), which constitute 
the main focus of this work, are a wide and diverse group of experiences 
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that embody the first of the four meanings listed above. However, to a 
greater or lesser extent, the other meanings are also at stake, since most 
of these organisations are committed to a project of social transforma- 
tion or have a connection with public policies to promote the SSE. 

Before concluding this section, we want to indicate that the concept 
of “popular economy” is also widely used in Argentina. We can dis- 
tinguish two different views about this concept in the country: one is a 
currently influential point of view—both at the academic and political 
levels—that characterises the popular economy as the group of activities 
carried out by workers excluded from the labour market, with a view to 
generating income, usually in an independent way (either individually 
or collectively), and often outside of legal frameworks (to this extent, it 
can be included in the informal sector), with survival as the main driver 
(Grabois and Pérsico 2014). The other perspective states that the popular 
economy is the collection of resources, activities, knowledge and net- 
works that the workers’ domestic units bring into play, so as to achieve 
an expanded and solidarity-based reproduction of the life of its members 
(Coraggio 1999). This approach does not refer only to the poorest and 
most excluded citizens, but also to everyone who makes a living out of 
their work (including wage-earners). Both perspectives criticise how the 
capitalist economy works, but only the second view highlights the poten- 
tial of an actually existing popular economy, based on a reproductive and 
solidarity-based logic, in the domestic sphere, and explicitly conceives it 
as a platform for the creation of the SSE, understood as an alternative- 
economy project. 


3. Five Different Models of SSEO in Argentina 


In this third and central section of this chapter, we present a proposal 
for the classification of all SSEOs in Argentina in five models or “ideal 
types”. This characterisation takes into account certain aspects of SSEOs 
which enable a comparative analysis within the framework of the ICSEM 
Project and which are related to the conceptual definitions presented in 
the introduction. Those aspects are: governing principles and lines of 
action; social mission and legal form adopted; resources and strategies 
for sustainability; forms of management and governance; institutionali- 
sation processes and channels; and participation in public and political 
spaces. 

We identify different characteristic features that make up five different 
models of SSEO in Argentina. It is worth clarifying that these features do 
not appear empirically to the same degree in each of the concrete organi- 
sations of each model; in this sense, these models are “ideal types” and 
not an exact reflection of empirical realities. This classification of SSEOs 
may be discussed and improved and, at the same time, it may be useful 
for comparisons with other national and regional realities. 
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The five models of SSEO that we propose are the following: (a) work- 
ers’ self-managed organisations; (b) entities of the traditional social 
economy; (c) cooperatives for social inclusion related to state policies; 
(d) social businesses led by social entrepreneurs; and (e) associative and 
family popular initiatives. Below, we characterise each model, before pre- 
senting a table summarising this classification. 


3.1. Workers’ Self-Managed Organisations 


The main feature of workers’ self-managed organisations is that, in these 
SSEOs, all the members are at the same time workers, who own the 
means of production and voluntarily assume the self-management of the 
organisations under democratic and cooperative principles, which con- 
stitute their dominant logic. The main social mission of this type of SSEO 
is to generate self-employment and income for their members, who seek 
to live from this job, which is their main occupation. In many cases, the 
missions of these SSEOs are closely linked to the development of the local 
communities to which they belong. 

Most of these organisations adopt the legal form of “worker coopera- 
tive”, even though a significant number as well are registered as “asso- 
ciations”. In both cases, they assume a similar statute, based on internal 
democracy. Each member has one vote in the general assembly, which is 
the sovereign governing body that elects the representatives for the board 
of directors. This model is present in almost every sector of the economic 
activity in Argentina: there are workers’ self-managed SSEOs not only 
in the primary sector, but also in the industrial sector, as well as in the 
production of different types of services. 

Most of these organisations’ income comes from the sale of their 
products in the market, which obviously puts a strain on this type of 
SSEO because of the inescapable need to be competitive with capitalist 
enterprises operating in the same markets. A part of these organisations’ 
struggle as a sector is to be recognised by the state as economic experi- 
ences that provide social benefits. This is why they demand laws and 
policies supporting their sustainability and growth, while contending for 
the allocation of public resources to the sector, as well as for their inclu- 
sion as suppliers in state purchases. Thus, their resource mix is mainly 
based on market income, with some state resources in the form of public 
subsidies or purchases. Their sustainability strategy also aims at a closer 
relationship with local communities, which is reflected both in solidarity 
consumption of SSEOs’ products as well as in political support for their 
projects. 

Most SSEOs of this type promote the active participation of all their 
members in strategic decisions by holding relatively frequent assem- 
blies and providing information to every associate. Some of the work- 
ers themselves assume responsibilities in everyday management, a task 
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that presents important challenges, such as the lack of specific training 
in management and the need to innovate in the adaptation or creation of 
new management tools that differ from conventional ones, as they should 
be more consistent with the principles of the SSE. 

This model of SSEO has grown significantly in number and visibility 
since the mid-1990s in Argentina, first as a workers’ grassroots response 
in the face of the employment crisis and, after the crisis of the neoliberal 
model, with some support from the state, which (partially) included them 
as subjects of progressive public policies. 

Nowadays, workers’ self-managed SSEOs are an emergent political 
player, with a certain capacity of organisation and mobilisation both 
to resist neoliberal policies and to foster the development of strategies 
towards an alternative economy. In the last few years, they have formed 
second- and third-degree organisations (federations and networks) as a 
way to express their interests publicly and to have an influence on public 
policies. 

Several empirical groups of SSEO can be included in this first model: 
recovered enterprises, “from-the-outset” worker cooperatives (see next 
paragraph), associations of small producers and family farming, direct 
producers’ fairs, fair trade and solidarity consumption organisations 
of SSEO products and small microfinance institutions (communal little 
banks). To conclude the characterisation of this first model, we briefly 
present some empirical cases that are very prominent in the Argentinian 
landscape. 

In the field of the SSE, worker cooperatives constitute the most fre- 
quently encountered legal form in Argentina, with over 15,000 worker 
cooperatives currently grouping more than 500,000 workers (Acosta 
et al. 2013; Guarco 2013). That being said, among worker cooperatives, 
three groups can be distinguished: (1) the first group includes the thou- 
sands of worker cooperatives specifically created for the implementation 
of public policies; (2) the second group brings together worker coopera- 
tives created by workers in the process of enterprise recovery; and (3) the 
third group is that of initiatives that were worker cooperatives from the 
outset, and were created by workers who voluntarily decided to organise 
themselves as a cooperative so as to produce and generate employment 
and income on a self-managed basis. In this case, cooperativism is a vol- 
untary decision, not a need imposed by external circumstances. Accord- 
ing to official information, nowadays in Argentina, there are more than 
7,500 active cooperatives belonging to this third group, and they are 
present in almost all the production sectors. In the last few years, worker 
cooperatives have grown significantly in number (many were founded 
in periods of high unemployment, but more continued to be founded in 
contexts of increased employment). Their sectoral organisation has also 
improved over time; they are currently grouped in networks by sector 
of activity in more than 60 federations and in one big confederation at 


40 Vázquez 


the national level, the National Confederation of Worker Cooperatives 
(Confederación Nacional de Cooperatiuas de Trabajo, or CNCT). 

“Recovered enterprises” (empresas recuperadas, hereafter referred to 
as “RE”) are experiences initiated by workers who, faced with the clo- 
sure of a company of which they were wage-earning employees, decide 
to organise themselves as a self-managed group to produce and sell their 
products in the market again. These practices grew significantly in fre- 
quency and visibility during the end-of-the-century crisis, but they later 
became part of the workers’ “struggle repertoire” and more REs contin- 
ued to emerge even during moments of economic growth. Nowadays, 
there are 368 REs in Argentina, which gather together around 15,000 
workers. Their level of social recognition in the country is relatively high 
and they are seen as exemplary at the international level. Half of the 
REs are industrial goods producers (among these, metallurgic, food and 
graphic initiatives stand out) and the other half are service providers 
(with gastronomic initiatives standing out) (Ruggeri 2014). Almost all of 
them managed to be sustainable over time, with a good level of produc- 
tion and commercial integration. They are grouped in several federations 
and have managed, as political players, to have an influence on some 
state interventions, such as a modification of the bankruptcy law that 
eases the processes of recovery and self-management by the workers who 
become unemployed. They usually carry out cultural and educational 
activities and are deeply rooted in their communities. 


3.2. Entities of the Traditional Social Economy 


In this second model of SSEO, we group the organisations identified in 
Argentina as “entities of the social economy”. This group includes many 
organisations, legally registered as mutuals and cooperatives of different 
kinds (agricultural, public service, housing, credit, insurance, consumer 
cooperatives), whose working logic can be characterised as “mutualist”, 
since they aim at mutual benefits for their members. 

This type of SSEO emerged as a cooperative solution to satisfy the 
needs of groups of producers or local communities. The sectors where 
their presence is stronger are the provision of urban public services (elec- 
tricity, phone, water, sanitation, etc.) and the agricultural sector (grain 
storage and commercialisation, production of agro-industrial goods, 
insurances for producers, etc.). These initiatives’ relationship with their 
territorial communities is important, since these entities have had, and 
still have, a central role in their communities’ historical development. 

Generally, entities of the social economy aim to achieve self- 
sustainability; to that end, they rely almost completely on the market 
income obtained from the sale of their products or services to their own 
associates or other consumers, complementing these incomes with the 
periodical collection of members’ fees. In these SSEOs, the associates are 
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not the workers (who are usually wage-earners), but the consumers of the 
goods or services. This is why the relationship between these organisa- 
tions and their members is often more distant than in the previous model. 
Their governance is formally democratic, since it relies on the annual 
General Assembly, which elects its representatives for the Board, but in 
general, most of the associates do not participate actively. The manage- 
ment of these SSEOs is generally in the hands of professional managers, 
who often come from within the organisation but have experience and 
training in conventional management. 

These SSEOs emerged at the beginning of the 20th century, fostered 
by European immigrants, and they grew and developed in the heat of an 
industrialisation process, focused on the domestic market, that developed 
intensely from 1930 until the 1976 military coup, when the economic 
model took a turn towards neoliberalism. Since then, the sustainabil- 
ity of these SSEOs has become conditioned by the need for survival in 
open and deregulated markets and in a context that was very hostile for 
national and cooperative production. Many SSEOs of this type disap- 
peared between 1976 and 2001, and those that managed to survive did 
so by ensuring their competitiveness, in some cases at the expense of 
certain solidarity-linked identity features. 

Given their long history, these initiatives have a very solid structure 
of second- and third-degree entities (federations and confederations), as 
well as quite a high degree of financial autonomy and a certain capacity 
to have an influence at state level; in fact, it is this type of organisation 
that participates in the Board of Directors of the National Institute for 
Associationism and the Social Economy (Instituto Nacional de Asocia- 
tivismo y Economia Social, or INAES), the public body that regulates 
and promotes the social and solidarity economy at the national level. In 
this institutional context, it is interesting to highlight these initiatives’ 
approach to the other SSEO models in the last few years: they have 
opened up to the reality of a very diverse sector, with a large number of 
emerging initiatives, to face the crisis of the national economy. 

Public service cooperatives constitute an empirically important type 
of initiatives in this category: there are indeed around 1,200 public ser- 
vices cooperatives in the country, including almost 600 electrical coop- 
eratives, which serve more than 7 million people and distribute 50% of 
the electricity of the most populated province of the country (Buenos 
Aires) (Guarco 2013), and they also have a dense network of second- 
and third-degree organisations (federations and confederations), which 
makes them central players in the national SSE, with regional and inter- 
national reach.’ 

Agricultural cooperativism also plays a major role in the Argentinian 
SSE. A big national confederation (Coninagro) groups together federa- 
tions and cooperatives that produce milk products, yerba mate, wine, 
tobacco and many grains, as well as services for the rural sector. Some of 
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these cooperatives are very large; the agricultural cooperative AFA, for 
example, has 36,000 associates and 1,600 employees, and it provides 
production and commercialisation support services to its members, such 
as the storage of 5 million tons of grains and the production of agri- 
cultural inputs for its associates. This sector grew considerably under 
the progressive governments; however, agricultural cooperatives usually 
share interests with the agricultural export sectors, which results in polit- 
ical tension with the rest of the SSE sector. 

Finally, among the SSEOs belonging to this model, we can highlight 
the existence of the cooperative bank “Credicoop” and of the large con- 
sumer cooperative “Cooperativa Obrera de Consumo”, two big organi- 
sations with thousands of associates and a rich history. They are also two 
of the few entities that have survived the 25 years of neoliberal policies 
which led to the disappearance of a huge majority of the several hundreds 
of financial and consumer cooperatives that existed until 1980. 

We consider these first two models—workers’ self-managed organi- 
sations and entities of the traditional social economy—to be the most 
significant ones in Argentina, given their number and the quality of their 
experiences as SSEOs, as well as their capacity for political action and 
the resources they mobilise. The following three models of SSEO are less 
important in the country’s landscape, but they are part of a comprehen- 
sive overview of the SSE. 


3.3. Cooperatives for Social Inclusion Related to State Policies 


Organisations belonging to this third model are characterised by their 
strong connection with certain state policies, which explains, to a great 
extent, their emergence as well as their sustainability. These SSEOs are 
conceived to provide jobs and income to workers who are particularly 
underprivileged or excluded from the labour market (long-term unem- 
ployed people with a low education level, mothers who are heads of 
households, disabled people, etc.). 

These organisations’ dominant logic is redistributive. They are the tan- 
gible expression of certain state interventions that encourage the social 
inclusion of people and groups whose basic rights are critically affected. 
Their productive activities are financed by means of public subsidies sus- 
tained over time. In some cases, their logic can also be considered as an 
answer to social demands, when the marginal groups themselves organise 
to claim for and obtain the state resources that allow them to operate as 
a productive organisation. 

These SSEOs’ strong dependency on redistributive state funding is also 
explained by the fact that they produce goods and services devoted to 
the improvement of the popular habitat, be it housing for those who do 
not have access to housing in the market, collective equipment (health 
centres, schools, squares, etc.), or infrastructure (asphalt, sidewalks, 
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drainages, etc.) in the suburbs inhabited by a poor population. As a con- 
sequence, the state is the main (and sometimes the only) contractor and 
buyer of their products, which is a great weakness in terms of sustain- 
ability, as these SSEOs and their members thus depend on third parties’ 
political decisions and budget allocations. 

Another sensitive aspect in SSEOs of this type is that their origins are 
to be found in “external” initiatives. Their members are invited to partic- 
ipate in the organisation—be it a worker cooperative or an association— 
as a requisite to benefit from a social policy and, consequently, they have 
little autonomy to make a voluntary decision as regards their incorpo- 
ration in the organisation. Once they become members, they may go 
through a process of appropriation of the organisation’s cooperative 
character, or gradually come to terms with their power to decide autono- 
mously in assemblies or boards, but frequently, this process does not take 
place, due to a lack of knowledge or interest on the part of the members 
themselves (or of most of them) or of the public servants who are in 
charge of the implementation of these social policies. 

The governance of these SSEOs is formally in the hands of their mem- 
bers, who elect their governing bodies in the assembly, but in practice 
these bodies’ decisions often depend on state actions and decisions. As 
a result, this type of SSEO usually has a low level of autonomy, even 
though there are cases of groups of workers who develop and assume the 
cooperative identity and who struggle to gain more autonomy from the 
state. In other cases, the SSEOs are politically included in territorial social 
movements that assume the representation of the cooperative’s members 
and, by means of direct actions (pickets and roadblocks, encampments in 
front of public buildings, etc.), they call for an increase in resources and 
decision-making autonomy in the definition and implementation of their 
action plans. 

This model of SSEO grew significantly in Argentina during the gov- 
ernments of the Kirchners, between 2003 and 2015. These governments 
promoted the creation of more than 15,000 cooperatives (protected by 
specific norms) to build social-interest housing and carry out improve- 
ment work on popular habitat. These cooperatives thus constitute a phe- 
nomenon of great magnitude in terms of both the population involved (it 
is estimated that more than 200,000 people were involved in these coop- 
eratives) and the public budget allocated to finance these organisations. 
In a political scenario that has changed dramatically since 2016, many 
of these SSEOs are becoming political players with a growing degree of 
organisation and integration in second-degree organisations, for exam- 
ple, through the Confederation of Popular Economy Workers (Confed- 
eración de Trabajadores de la Economia Popular, or CTEP), which aims 
to represent them. They occupy the public space to defend their interests, 
call for the recognition of their experiences and demand their continuity 
in the face of a government that reduces their budget. 
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Other empirical cases of SSEO that can be included in this model are 
protected workshops (talleres protegidos) for disabled workers and many 
communal organisations that provide childcare services (guarderias), 
food (comedores) and recreation (clubs and cultural centres) for free to 
families in popular neighbourhoods. These organisations depend on pub- 
lic finance provided through different social policies. 


3.4. Social Businesses Led by Social Entrepreneurs 


Nowadays in Argentina there is a group of organisations (not very large in 
number but increasingly influential) that are inspired by the perspectives 
of the “social innovation” school of thought and the “earned income” 
school (Defourny and Nyssens 2012). These experiences aim to develop 
enterprises (social businesses) capable of generating social benefits for 
poor or excluded sectors by means of market activities. These social ben- 
efits can be obtained, for example, by fostering businesses capable of 
generating employment or income for socially vulnerable people or by 
facilitating the poor’s access to certain products or services, with a view 
to improving their living conditions ( Ashoka undated). In other words, 
this type of SSEO aims at solving social problems by means of business 
initiatives that are, at the same time, profitable. 

These experiences rely on the leadership capacities of certain indi- 
viduals (usually called “social entrepreneurs”) who also have access to 
financial and training support networks rooted in the business world. 
They are inspired by the idea that social problems can be solved through 
individual creative and innovative initiatives that emerge from within the 
capitalist business system but which prioritise social and environmental 
objectives and limit the distribution of profits. 

The form of governance of these organisations, which adopt the 
legal form of foundations or commercial enterprises, is generally cen- 
tred on the decisions of the founder, entrepreneur or leader. Conse- 
quently, their governance is usually not strictly democratic, although 
they usually consider it useful that the different stakeholders (consum- 
ers, employees and beneficiaries) participate in the decision-making 
spaces by contributing their opinions. For their administration, they 
rely on professional teams with training and experience in business 
management, which are essential to “guarantee” the quality of the 
work of these organisations. 

The leaders of these social businesses believe that attaining their social 
aims should not restrain their initiatives from being profitable—or at least 
self-sustainable—enterprises, thanks to the sale of their products in the 
market. However, external resources from private donations, business 
foundations or even the state are usually an essential support in the initial 
stages of these initiatives. The “social business” perspective affirms that 
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this sector of social enterprise—which is complementary to the for-profit 
sector—can be socially responsible and a generator of social change. 

In Argentina, this social-business model was first promoted in the 
1990s by the international networks Ashoka and Avina, which select 
social entrepreneurs and leaders and provide them with support through 
financing, training and contacts in the business world so that they face 
less obstacles in the development of their projects. The current Argen- 
tinian government has strongly adopted this entrepreneurial perspective, 
together with neoliberal policies of deregulation of the markets and state 
adjustments, and is financing projects and proposing new legal instru- 
ments favourable to this type of SSEO. 

As a particularly relevant empirical case among the experiences that 
can be identified with this model of SSEO, we can mention “El Arca”,!° 
an association created by a social entrepreneur of the province of Men- 
doza who was supported by the Ashoka network. This organisation 
supports more than 100 productive initiatives of small producers by pro- 
moting them among consumers with high expectations in terms of prod- 
uct quality, who show their solidarity with the producers through their 
willingness to pay a price considered to be fair. 

A more recent experience, which has grown exponentially in the last 
few years, is the so-called Sistema B, a network bringing together enter- 
prises, consultants, accountants, lawyers and workers with the declared 
mission of “creating a favourable ecosystem for B Corps and other 
economic players that use the power of the market to solve social and 
environmental problems".!! B Corps are for-profit companies that meet 
rigorous standards of social and environmental performance, account- 
ability and transparency. Today, there is a growing community of more 
than 2,100 Certified B Corps from 50 countries and over 130 industries. 
In Argentina, the Sistema B network gathers more than 120 enterprises 
and various actors who encourage this model of SSEO in the country. 
They are currently working closely with the national government in the 
formulation of a new law that encourages the creation of this type of 
organisation. 


3.5. Associative and Family Popular Initiatives 


This last model of SSEO refers to a type of organisation that is very 
widespread in Argentina and Latin America: small associative initiatives 
launched by workers excluded from the formal labour market, people 
with a low educational level and in a situation of relative poverty. These 
SSEOs are usually composed of family members or neighbours from 
popular neighbourhoods on the outskirts of cities. We are including in 
this SSEO model the microenterprises made up of workers who have 
some associative practices, either in the production of goods or services 


46 Vázquez 


(associative entrepreneurship), in commercialisation (for example, com- 
mercialisation through self-managed fairs) or in financing (for instance, 
micro-credit groups). 

The dominant logic and purpose of these initiatives is to provide 
income to the participating families as part of a complex strategy of 
solidarity-based reproduction of the domestic unit which combines dif- 
ferent activities, resources and income to guarantee their subsistence 
(simple reproduction) or, in the best of cases, their expanded reproduc- 
tion. According to Coraggio (1999), these initiatives can be understood 
as an “extension” of the members’ domestic units, since their economic 
logic aims at satisfying family needs and not at generating profit (and, 
least of all, at accumulating capital). 

This can be noticed in several aspects. An example is the fact that, in 
most cases, the workspace is the house of one of the members, and the 
organisation’s tools and equipment become intermingled with those of 
the home. Many of these initiatives are carried out by women to comple- 
ment the household income, and they combine their productive activ- 
ity with caring for their children and fulfilling domestic and communal 
tasks. Resorting to the initiative’s funds to cover family expenses in the 
face of emergency situations is also common. 

These organisations usually operate without registration in the legal 
and tax systems. In other words, they are “informal”, because they 
cannot bear the costs associated with the formalisation of the initiative 
and of the self-managed work within the conventional legal frame- 
works. But it can be observed that, when special normative frames 
are created to protect and extend the rights of vulnerable groups, as 
it was for example, the case with the implementation of the so-called 
single social tax (monotributo social),' many of these workers take 
advantage of the opportunity that is offered to them to formalise their 
activity to improve their living conditions and their possibilities of 
increasing their incomes by selling to clients who demand legally valid 
documents. 

Generally, SSEOs of this type produce or commercialise low-complexity 
goods and services (food, clothes, building services, etc.), resorting to 
machinery, tools and facilities of simple or obsolete technology, as com- 
pared to more capital-intensive productive units. Their products are com- 
mercialised in local markets and in their neighbourhoods, where the level 
of competition is high, due to the large number of bidders trying to sell to 
clients who look for the lowest price. In fact, the most frequent problem 
of these SSEOs is their difficulty to sell their products, which forces them 
to reduce their production (their aim is not to sell what they can produce, 
but to produce what they can sell). As a result, the sales revenues of this 
type of popular initiatives are so close to the costs which they incur that 
it seriously limits their capacity to produce a surplus. Consequently, the 
income to be distributed among workers is low, to the point that many 
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family workers do not even receive a monetary remuneration for their 
(usually part-time) dedication to the initiative. 

In Argentina, a series of public policies have been implemented since 
2003 to strengthen this model of SSEO. Basically, machinery and equip- 
ment are provided for free by means of subsidies of relatively small 
amounts to facilitate production in easily accessible sectors (shops, gas- 
tronomy, clothing, etc.). However, these measures do not solve the prob- 
lem of the commercialisation of products or of the resulting low income. 
To sum up, these initiatives’ resource mix consists mainly of market 
income, family resources and limited state contribution. 

The governance of this model of SSEO is not very structured and it is 
strongly conditioned by (and embedded in) the pre-existing power struc- 
tures underlying the members’ families. The business management is, 
logically, highly informal and unprofessional. 

As regards their institutionalisation process in Argentina, as we have 
said, these types of activities usually grow and develop during stages of 
employment crises. They become a refuge for workers excluded from the 
labour market or a solution for the popular sectors to generate comple- 
mentary income to deal with worsening living conditions. Such develop- 
ment took place with great intensity during the turn-of-the-21st-century 
crisis of the neoliberal model, and it is happening again nowadays as a 
consequence of a new wave of neoliberal policies in Argentina. 

During progressive governments (2003-2015), different policies were 
implemented to strengthen this type of SSEO financially (by means of 
micro-credits), commercially (through fairs, collective brands, state pur- 
chases) and in terms of social security (through the implementation of 
the single social tax), among other aspects. The inclusion of initiatives of 
this kind in public policies gave more visibility to their work and needs, 
but the sector remains “scattered”, and it lacks the capacity of express- 
ing its interests to the state and the rest of society in a unified manner. 
Today, these initiatives do not stand as an identifiable “political player”, 
with explicit adherence to a socially transformative project. Up to now, 
their integration into second-degree organisations has remained scarce, 
although it has been increasing during the last few years, since the Con- 
federation of Popular Economy Workers (Confederación de Trabajadores 
de la Economia Popular, or CTEP) has been publicly voicing their reality 
and needs (Grabois and Pérsico 2014), as well as assuming their repre- 
sentation to the governments, with a growing visibility and capacity for 
exerting political pressure. 

Following the characterisation of the five models of SSEO that we have 
identified in the Argentinian context, we present a table (table 1.1) with 
a comparative summary of the different types of organisation, elaborated 
on the basis of the major elements of analysis considered in this section 
and with the goal of enabling the comparison with organisations from 
different countries within the framework of the ICSEM Project. 
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SO Vázquez 
4. The Argentinian SSEOs From a Global Perspective 


On the basis of the different models that have just been identified, we pre- 
sent, in this section, some considerations and conclusions about SSEOs. 
This helps to outline some global features of the Argentinian SSEO land- 
scape within the frame of the international comparison proposed by this 
book and the ICSEM Project. 

According to the National Institute for Associationism and the Social 
Economy (Instituto Nacional de Asociativismo y Economia Social, or 
INAES),"* the first three models presented above—namely workers” self- 
managed organisations, entities of the traditional social economy and 
cooperatives for social inclusion related to state policies—are the three 
most important groups in terms of number of organisations. The experi- 
ences that can be classified under the associative and family popular initi- 
atives are also numerous; however, since they lack formal registration, it is 
not easy to assess how many there are in the country. The CTEP estimates 
that around 500,000 people are working in small initiatives of this type 
(Grabois and Pérsico 2014). The organisations that can be included in the 
fourth model (social businesses led by social entrepreneurs) are growing 
in number, but they are still few in comparison to the other SSEOs. 

Taking these data into account and on the basis of what has been 
described, we can identify some predominant characteristic features of 
Argentinian SSEOs: 


° Ina very significant proportion, Argentinian SSEOs are self-managed 
experiences implemented by workers (first and fifth models). Self- 
management is a horizon to reach for in the case of cooperatives 
that have emerged from social programmes (third model), but not a 
factual current reality. 

° [n the same line, the predominant form of governance (first, second 
and third models) is that based on the assembly of associates where, 
with more or less active participation, the organisations’ representa- 
tives for daily management, with varying degrees of professionalisa- 
tion, are democratically elected. 

° The cooperative, in all its variants, is the legal form most commonly 
adopted by SSEOs, and among cooperatives, the largest group is that 
of worker cooperatives, which account for almost two thirds of the 
currently existing cooperatives. 

° The most frequent social objectives and missions are income and 
employment generation for different groups of workers (first, third, 
fourth and fifth models). In many cases, the intention is to include 
in the initiative workers who are excluded from formal employment 
(third and fifth models). 

° For most of the SSEOs, the market is the main source of income. The 
exception is the third model, whose resources come almost entirely 


Argentina 51 


from the state. However, in all OESS models, there are sustainability 
strategies that seek to hybridise resources, complementing the pre- 
dominant source with the development of other sources (state sub- 
sidies in the first and fifth model, community's contribution in the 
first and second model, market sales in the third model and private 
donations in the fourth one). 

e In a national context of relatively intense political mobilisation, 
SSEOs seek to become social and political players and to influence 
the public agenda so as to defend their rights and interests or to pro- 
mote transformations. However, institutional fragmentation due to 
internal differences is also common. 


In figure 1.1, we attempt to locate the five models of SSEO identified 
in Argentina within the so-called welfare triangle, which illustrates the 
complexity of principles, resources and logics of action with which these 
types of organisation operate (see Defourny and Nyssens 2012). 

The analysis derived from the representation of the Argentinian mod- 
els of SSEO in the welfare triangle indicates that most of these mod- 
els include formally registered organisations, except for the fifth model, 
where informality predominates. 

It also indicates that not-for-profit organisations (i.e. organisations not 
owned by shareholders) are predominant, with the partial exception of 
the SSEOs inspired by the social-business perspective. 

Thirdly, these organisations belong to the private sector (even though 
their objectives are of public interest), although in the case of SSEOs 
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Figure 1.1 Models of Argentinian SSEOs in the “welfare triangle” 
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belonging to the third model, their strong connection with and depend- 
ence on state policies should be noted, both during their establishment 
stage and subsequently. 

On another level, the figure shows that SSEOs differ from capitalist 
enterprises (although, in the case of the fourth model, they are strongly 
connected), from state institutions (with a strong connection in the case 
of the third model) and from community institutions, such as families 
or domestic units (although in the case of the fifth model, they can be 
considered as extensions of the domestic unit). That being said, all SSEOs 
work on the basis of principles and logics of action that are characteristic 
of such organisations, and the resources that make them viable result 
from the combination of practices of redistribution (they nearly all 
request and receive state support), practices of reciprocity (they develop 
a permanent exchange with the communities to which they belong) and 
market practices (their main source of income). For all these reasons, we 
can consider that SSEOs are experiences of plural sustainability (Vazquez 
2010, 2016). 

In figure 1.2, we have located the five models of SSEO in another trian- 
gle, which represents the diversity of principles of interest and resources 
at stake in this type of organisation (see Defourny and Nyssens 2016 and 
in this book). 

This figure helps us to further examine the fact that, even though all 
SSEOs have strategies for resource hybridisation, market income is gen- 
erally the dominant resource (the third model is again an exception), in 


General interest 


State 


Models of SSEO in Argentina 
resources 


(4) Workers’ self-managed organisations 


@ Entities of the traditional socialeconomy Hybrid 


resources 
(3) Cooperatives related to state policies 


(4) Social businesses 
(5) Popular initiatives 


Market 
income 


Mutual interest Capital interest 


Figure 1.2 Models of Argentinian SSEOs according to their principles of interest 
and resource mixes 


Argentina 53 


particular in the fourth model. This model also has stronger ties than 
the others to capitalistic logics, which may explain why organisations in 
this group tend to become stronger when these interests are predominant 
in government policies, as it is currently the case in Argentina. By con- 
trast, the other models have a stronger link to the general and/or mutual 
interests. This also coincides with the fact that these types of SSEO (and 
in particular the first, second and third models) have undergone pro- 
cesses of growth and consolidation during the periods of history with 
predominantly progressive and redistributive policies aiming at protect- 
ing domestic production and consumption, as was the case during the 
Perón and Kirchners administrations, as has been explained in section 2 
of this chapter. 


Conclusion: Prospects and Challenges 


Finally, to conclude this chapter, we want to share some thoughts and 
intuitions about the prospects and challenges that the different models of 
SSEO will face in the new national and regional political scenario. 

This scenario is currently characterised by the rise of a group of neo- 
liberal governments (Macri in Argentina, Temer in Brazil, Cartes in 
Paraguay, Pifiera in Chile, etc.), all of which are introducing a series of 
“reforms” in laws, institutions and policies at different levels (labour, 
pensions, taxes, market, finance, etc.). They aim at deregulating markets 
and reducing state intervention in order to make room for financial capi- 
tal and transnational companies and to enable them to deploy their accu- 
mulation strategies more freely than it was the case under progressive 
governments with popular roots. We consider that this new national and 
regional context will have a significant impact on the SSE sector, although 
this impact will vary depending on the model of SSEO considered. 

In Argentina, businessman Mauricio Macri’s administration is inter- 
ested in promoting entrepreneurship of the “social business” type (fourth 
model), and some public resources that the previous government used to 
strengthen associative experiences (workers’ self-managed organisations 
and cooperatives for social inclusion linked to state policies) are now 
being allocated to support for individual entrepreneurial initiatives. 

As regards policies of social integration by means of cooperatives 
financed by the state (third model), the current government is pushing for 
a “de-cooperativisation” of beneficiaries by maintaining the subsidies, 
but only for the integration of individual and precarious workers through 
local state activities. The only cooperatives that are still being supported 
are those with ties to social movements that claim state resources by 
“direct-action” strategies (demonstrations, encampments, roadblocks, 
pickets, etc.). 

Nowadays workers’ self-managed SSEOs (first model) are facing 
enormous difficulties to obtain sufficient market income to secure their 
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sustainability, and many are going through a serious crisis or simply clos- 
ing. This is due to a combination of several factors: the falling demand 
for their products as a result of the decline in domestic consumption; the 
lack of state protection in the face of a massive and deregulated entry of 
cheap imported products; and the enormous increase in energy and pub- 
lic services costs (fuel, electricity, gas and water) due to the elimination of 
public subsidies and the deregulation of those markets. As a case in point, 
it is worth mentioning the critical situation towards which this govern- 
ment is driving workers” “recovered enterprises” by vetoing expropria- 
tion laws that favoured them. 

As regards entities of the traditional social economy (second model), 
there are cases of organisations that are benefiting from current poli- 
cies, such as the agricultural cooperatives favoured by reductions in grain 
export taxes, while other SSEOs are being strongly affected by the decline 
in domestic demand and by rising costs. Medium and big cooperatives 
are also suffering under a new fiscal reform that levies on them taxes 
from which they were previously exempted. 

Finally, family and associative popular initiatives (fifth model) are 
growing in number, since they represent today a refuge against growing 
unemployment and an answer to the need for income generation in the 
poorest sectors. This worsens the levels of saturation in neighbourhood 
markets and hinders the generation of sufficient income in a context of 
increasingly unsatisfied family needs. 

In short, the majority of SSEOs in Argentina are going through difficult 
times that will test their capacity to defend their interests in the public 
sphere. The outcome will depend largely on their capacity to become 
strong political players by overcoming their fragmentations and artic- 
ulating with other sectors of the population that are being negatively 
affected by this neoliberal offensive, as well as on their capacity to bring 
to light the practices and proposals that show that another economy is 
possible and necessary, by sharing them with the community as a whole 
and making them socially visible. 
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Notes 


1 This chapter was originally written in Spanish, and it was translated into 
English by the cooperative “Abrapalabra” (http://abrapalabra-sl.com/). 

2 The capitalist world system can be characterised by the “centre-periphery” 
duality, where the central countries (industrialised and with a diversified pro- 
duction) establish relations of unequal exchange with the peripheral countries 
(specialised in primary production), configuring a dynamic that reproduces 
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peripheral countries’ situation of dependence and underdevelopment. These 
explanations were developed by the Latin American structuralist economic 
school (by authors such as Raúl Prebisch and Celso Furtado) and then taken 
up by the world system theory (by authors such as Immanuel Wallerstein and 
Giovanni Arrighi). 

The publication in Argentina of the book La Empresa Social (“The Social 
Enterprise”; de Leonardis et al. 1995) contributed to the local circulation of 
this perspective. 

See the book Empresas Sociales y Economia Social: aproximación a sus ras- 
gos fundamentales (“Social Enterprises and Social Economy: Apprehending 
their Fundamental Features”; Abramovich et al. 2003). 

See the short text La Economia Social como via para otro desarrollo social 
(“Social economy as a way to another social development”), written in 2002 
as a document to start a debate about the different perspectives about the 
social economy (Distintas propuestas de Economia Social) at URBARED, 
available on www.coraggioeconomia.org/jlc_publicaciones_ep.htm. 

See www.ungs.edu.ar/ms_ico/?page_id=5079. This Master’s degree is directed 
by José Luis Coraggio, one of the most respected thinkers in this field in Latin 
America. 

See for example Paul Singer’s text Economia Solidaria. Un modo de produc- 
ción y distribución (“Solidarity economy. A model of production and distri- 
bution”), published in the book A economia solidária no Brasil: a autogestáo 
como resposta ao desemprego (“The solidarity economy in Brazil: Self- 
management as an answer to unemployment”; Singer and de Souza 2000). 
This might have been influenced by the emergence, in 2005, of the Network 
of Latin American Researchers of the Social and Solidarity Economy (Red 
de Investigadores Latinoamericanos de Economía Social y Solidaria, or 
RILESS), which encouraged the organisation of different meetings and the 
creation of spaces for exchange, such as the journal Otra Economía (Another 
Economy), which was born in 2007. Later on, the University Network of 
the Social and Solidarity Economy (Red Universitaria de Economía Social y 
Solidaria, or RUESS; www.ruess.com.ar) was created in Argentina; it aimed 
to support the articulation, visibility, convergence and characterisation of the 
university practices (of intervention, research, teaching, community actions 
and territorial connection) related to the SSE. 

The fact that Ariel Guarco, head of an electrical cooperative of Buenos Aires 
province, was elected president of the International Cooperative Alliance in 
2017 offers a good example of such international influence (https://ica.coop/ 
en/media/news/press-release-ariel-guarco-from-argentina-elected-president- 
of-the-international-co). 

See www.elarcamendoza.com.ar. 

See www.sistemab.org/argentina. 

“At the level of a domestic unit, an expanded reproduction situation implies 
a process in which, above the simple reproduction level, a sustained devel- 
opment in the quality of life of the members takes place during a prolonged 
period (for example, one generation). The notion of “simple reproduction” 
does not refer to mere subsistence, or reproduction of biological life, but 
denotes a quality of biological and social life considered as a socially accepted 
minimum below which no domestic unit belonging to the society under anal- 
ysis should encounter itself”. (Coraggio 1999: 1-2; author's own translation) 
This special regime, subsidised by the state, enables workers to gain access 
to certain social security benefits (health and pension contribution) and to a 
legal status in terms of taxation by paying a low monthly contribution. In 
2016, around 360,000 people were registered under this regime, including 
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workers in cooperatives (third model of SSEO, see section 3.3) and in popular 
initiatives (fifth model, see this section). 

14 See the register of organisations on wwwi.inaes.gob.ar 

15 See www.lavaca.org/notas/las-empresas-recuperadas-en-la-era-macri/ 
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2 Bolivian Cooperative and 
Communtty Enterprises 


Economic and Political Dimensions 


Fernanda Wanderley 


Introduction 


The Bolivian economy’s plurality has long been the subject of analysis 
and debate in the country, due to the persistence and coexistence of eco- 
nomic units whose forms of ownership, governance structure, labour 
relations and objectives differ from those of capitalist enterprises and 
from the public sector. Agrarian communities based on family farming, 
producer associations and cooperatives have linked up with and existed 
alongside capitalist enterprises, forging a process of modernisation in 
which self-generated work still predominates today. 

The victory of the “Movement for Socialism” (Movimiento al Social- 
ismo) in the 2005 election marked the beginning of a new cycle in Boliv- 
ia’s recent history—a period characterised by discursive, political and 
economic changes that were expressed in the Constituent Assembly with 
widespread popular participation. Great expectations were raised by the 
government’s promise to implement a new model of development that 
would strengthen the economic diversity already present in the country. 
The new Constitution, approved in 2009, proposed to recognise, pro- 
mote and protect what it named the “plural economy model”, which 
comprised four major forms of economy: the state economy (state-owned 
enterprises and companies); the private economy (privately owned busi- 
nesses and companies); the cooperative economy; and the community 
economy (social production and reproduction systems based on the par- 
ticular principles and worldview of indigenous peoples, first nations and 
peasant communities). 

Various collectives, with a long history of mobilisation, have worked 
to promote the new economic model by having new legislation drawn 
and approved. Through their political representation structures, each 
of these collectives demanded and/or participated in the drafting of 
specific laws recognising their economic organisations in the new legal 
typology. The new government promoted state-owned enterprises and 
the business sector supported privately owned enterprises through 
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various laws. The cooperative sector fostered cooperatives through 
the General Law on Cooperatives, approved in 2013. Three other col- 
lectives played a leading role to advance their economic organisations 
under the overarching legal concept of community economy: peasants 
and indigenous actors promoted their economic organisations (organi- 
zaciones económicas campesinas, or OECAs) through the Law on Sus- 
tainable Family Farming and Food Sovereignty, approved in 2013; 
farmers’ unions promoted community economic organisations (organi- 
zaciones económicas comunitarias, or OECOMs) through the Law on 
the Productive Community Farming Revolution, approved in 2011; 
and artisans pushed for the Law on Artisans” Promotion and Develop- 
ment, approved in 2012. 

This chapter has two objectives. The first is to analyse the four types 
of economic organisation whose forms differ from state-owned compa- 
nies and privately owned businesses: peasant economic organisations 
(OECAs), community economic organisations (OECOMs), artisans’ 
associations and cooperatives. We will characterise these economic 
organisations and illustrate their historical development as political sub- 
jects. Even though these forms can be considered as social enterprises, 
this concept is not used in the public and academic debates in Bolivia. 
Instead of this term, four concepts have been applied to identify this set 
of enterprises: the community economy, the social economy, the solidar- 
ity economy and the cooperative economy. Lack of clarity about how 
these concepts relate to each other in the plural economy framework has 
not been solved yet by collectives, policymakers and academics. 

The second objective is to analyse the difficulties that prevent these col- 
lectives from linking up with each other to build a coherent, integrated, 
common public-policy agenda that would lead to the institutionalisation 
of these alternative forms of economy. The explanation focuses on the 
specific paths of collective action taken in the public sphere and in the 
overall economy by these four types of actors, established over the last 
ten years against the backdrop of an exceptional economic bonanza. This 
context fostered the drive to defend group interests in an unconnected 
manner, thus reducing the possibilities for building alliances between the 
different economic actors and for harmonising their interests with the 
aim of consolidating a broader collective project. 

The chapter is structured in three sections. The first one summarises 
the main characteristics of the four types of economic organisation ana- 
lysed here and listed above. The second section analyses the difficulties 
that prevent the collectives from forging links with each other. The third 
section focuses, through the lens of the political economy, on factors that 
intensify these actors’ inability to connect and take forward a common 
agenda for a legal and public-policy framework to promote the plural 
economy. The chapter concludes with some final remarks. 
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1. Four Types of Economic Organisation 


The process of demanding new laws and having them approved with 
a view to fostering different economic organisations within the plural 
economy model illustrates the lengthy political track record of the main 
economic actors. Not only do the different laws attest to the economic 
and political importance of these actors in Bolivian society; they also 
reveal the economic organisational types that these actors represent. To 
characterise the four types of organisation analysed here, the study fol- 
lowed the indicators put forward by the EMES network and used by the 
International Comparative Social Enterprise Models (ICSEM) Project, 
analysing three main dimensions: the social dimension, the economic one 
and the governance structure. A fourth dimension was included in the 
analysis, namely political action in the public sphere. 

The sources for the study were secondary literature, statistical data and 
qualitative research. Bolivia does not have a census or survey aimed at 
mapping the plural economy and, therefore, the statistic sources are not 
only varied but also uneven. ! 

Table 2.1 summarises the characteristics of the four main types of eco- 
nomic organisation that differ from private for-profit and public enter- 
prises in Bolivia. 


1.1. Peasant Economic Organisations (OECAs) 


Political Dimension 


Peasant economic organisations (OECAs) date back to the 1930s and 
1940s. Starting in the 1980s, however, the number of OECAs increased 
significantly, due mainly to the support they were receiving from non- 
governmental organisations (NGOs) at a time when international coop- 
eration funding was plentiful. NGOs took on the role of providing 
support and services, in coordination with the public sector, for com- 
munities affected by structural adjustment policies (Muñoz Elsner 2004). 
Following a lengthy campaign for official recognition, Law 338 on Peas- 
ant and Indigenous Economic Organisations (OECAs) and Community 
Economic Organisations (OECOMs) for the Integration of Sustainable 
Family Farming and Food Sovereignty was approved in 2013. 

OECAs are organised politically on three levels. The first level com- 
prises small-scale farmers from one or more communities organised as a 
group of producers to address their production and/or marketing prob- 
lems collectively. Their work mainly concentrates on technical issues. At 
the second level are the federations and confederations of farmers’ organ- 
isations. Their main role is to provide technical support to producers in 
different economic categories and to represent them politically. The third 
level is that of national-level representative organisations. 
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Social Dimension 


OECAs are a form of association of farming families. OECAs are set up 
in three main ways: at the initiative of a local group, as a result of a gov- 
ernment policy or as part of an international cooperation project. Since 
the 1980s, however, this last way has been prevailing: NGO projects 
financed by international donors account for a significant proportion of 
the OECAs established. 

OECAs’ main objective is to increase their members’ income. Their 
activities may include marketing, the purchase of inputs, technical assis- 
tance, processing, storage and representation of their members in deal- 
ings with the state, NGOs and international donors. Their representative 
organisations offer regular courses for members on social and political 
issues such as leadership and gender equity, health insurance and other 
benefits for members. 


Economic Dimension 


OECAs operate in agriculture (61.2%), livestock farming (23.8%), 
handicrafts (12.2%), community tourism sectors in rural areas (1.5%) 
and forest harvest (1.3%) (CIOEC 2009). It is estimated that there are 
approximately 800 OECAs in the country as a whole, with 102,000 
members, 59% of whom are women and 41% are men. 

The members are these organisations’ main workers, but OECAs also 
contract non-members for administrative and specialised technical tasks. 
In smaller OECAs, production is organised by each farming family and the 
OECA’s main role is to collect and sell the produce. There is a preference for 
employing family members in OECA jobs, in keeping with the objective of 
bringing in new generations of members, but this often gives rise to tensions 
regarding the workers’ capability and objectivity in dealings with partners. 

The main activities of the majority of OECAs are joint marketing and 
political representation, with only a limited degree of cooperation in the 
stages of production (Flores and Ton 2015). The largest and most well- 
established OECAs tend to aim for vertical integration and seek to con- 
trol the entire production chain, from inputs to marketing. One of the 
advantages many associations offer is the sale of pest-control products to 
their members at prices below the market price, as well as the provision 
of credit. Training services are also mentioned, although they are not 
provided regularly in most cases. 

As just said, the sale of produce in the market is OECAs’ main activity, 
although some of the food produced is for the families’ own consump- 
tion. OECAs are highly diverse in terms of their size and market partici- 
pation. A sample of OECAs studied by Flores and Ton (2015) included 
organisations ranging from 20 to 300 members, with annual sales (for 
the year 2012) worth between US$2,200 and US$1,700,000. 
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The market may be domestic or international, depending on the prod- 
uct category. In the domestic market, sales to the public sector have been 
gaining in importance, mainly thanks to the school breakfasts scheme run 
by municipal governments. OECAs have also been developing economic 
relationships with supermarket chains, which distribute the community 
organisations or associations’ products in two ways: under the organisa- 
tion’s own brand or under the supermarket’s brand. Other important 
sales outlets are street markets and the organisations’ own shops (Borth 
and Elías Argandoña 2014). In the export market, the best-established 
OECAs are able to access the fair-trade market, mainly through certifica- 
tion by Fair Trade International (FLO) and World Fair Trade Organisa- 
tion (WFTO) (Bishelly and Salazar 2006). 

According to the members, prices are set based on consultation with 
all the members and tend to favour the producer. Members consider the 
prices set by the OECAs to be fair and stable, in contrast to those prac- 
ticed by intermediaries or companies, which set prices without consulting 
producers and prioritise their own interests. Producers are paid accord- 
ing to the quantity of produce they deliver. 

Part of the profit is reinvested in the association and the rest is redis- 
tributed in cash or under the form of services such as health insurance, 
training courses or scholarships for the members” children (Muñoz Elsner 
2004; Pari 2017; Flores and Ton 2015). 


Governance Structure 


Membership is voluntary and based on the similarity of members” inter- 
ests. OECAs are managed according to the principle of self-management, 
and they usually operate on the basis of the principle of rotating leader- 
ship among the members. This reflects the strong influence of the farm- 
ers’ union, whose structure is similar—a structure that is also used by the 
next type of organisation analysed here. Most OECAs have similar lead- 
ership posts: a president, a vice-president, a records secretary, a finance 
secretary, a secretary dealing with the productive activity and ordinary 
committee members. It is also common for them to have a gender agenda. 
The most important decisions are taken in the general assembly, in which 
all the members participate. The management posts are not usually paid 
and the principle of rotating leadership creates management efficiency 
problems. In well-established OECAs, the rotation of the management 
committee is the subject of a debate and many organisations are choosing 
to hire an executive manager who is not a member. 

According to the CIOEC census (2009), 65% of OECAs are legally 
registered as civil associations and 9% as cooperatives, while 26% 
are informal groups without any legal recognition. In legal terms, the 
organisations have two alternatives: to register as non-profit organisa- 
tions, which means that they are not allowed to make a profit from their 
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activities, or to register as cooperatives. This poses a problem for the 
organisations. The majority choose to register as non-profit organisa- 
tions because the requirements to register as cooperatives are very oner- 
ous. This legal situation means that, legally speaking, they do not differ 
fundamentally from NGOs, even though their aim is to generate sur- 
plus income and to distribute it, in a controlled way, to their members 
(Wanderley et al. 2015). 


1.2. Community Economic Organisations (OECOMs) 


Political Dimension 


OECOMs are part of the community autonomous governments, which 
have been a very important political actor in Bolivian history and remain 
so today. Community governments play two main roles: regulation of 
the social, economic and political relations of the group of people who 
live in a given territory, and political representation of these people in 
dealings with the state. These roles have been recognised by the Bolivian 
state throughout the country's history (Albó 1999, 2000). At the local 
level, community governments are known by different names, depending 
on the social and cultural characteristics of the communities concerned: 
farmers' unions, ayllus, capitanías, peasant communities, indigenous 
communities and other terms. At the second level of the representation 
structure are the local-level union organisations, referred to as ayllus? or 
cantons. At the third level are the regional farmers’ unions—marka or 
ayllu mayor. Provincial federations or regional organisations constitute 
the fourth level; departmental federations, the fifth level; and confed- 
erations or umbrella organisations, the sixth—national—level (Gros and 
Foyer 2010). 

The legal form of community economic organisation (OECOM), cre- 
ated by Law 144 in 2011, has its origins in the 1980s, under the leader- 
ship of the Single Trade Union Confederation of the Peasant Workers of 
Bolivia (Confederación Sindical Única de Trabajadores Campesinos de 
Bolivia, or CSUTCB). During the National Congress on Agrarian Reform, 
in 1984, the Small-Scale Farming Corporation (Corporación Agropec- 
uaria Campesina, or CORACA) was established with the aim of acting 
as the economic arm of the farmers’ unions (community governments), 
thus expanding their social and political roles to include economic roles 
as community enterprises. In the years following the 1984 Congress, the 
state recognised the CORACAs by awarding them legal personality, and 
many were set up by the farmers' unions in several regions of the country 
(Devisscher Leroux 1996). 

Law 144 takes up the idea of the CORACA as an economic organisa- 
tion run by community governments. The CORACA can thus be consid- 
ered as the “predecessor” of the OECOM. There were many and varied 
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experiences with CORACAs, and many of these turned into voluntary 
associations with members from one or more communities or coopera- 
tives, thus becoming increasingly similar to OECAs. New OECOMs are 
few, and they tend to take the form of local projects in the process of being 
developed. The most important OECOM initiatives form part of the estab- 
lishment of autonomous community territories by indigenous peoples. 

An important characteristic of the community autonomous govern- 
ment is the management of common resources, such as land and water. 
Community cohesion is based mainly on the regulation of land owner- 
ship rights, both in the case of land owned by families and individuals 
(the majority) and in the case of community-owned land (Colque 2007). 
The management of water includes building infrastructure such as irriga- 
tion ditches and tanks, washing facilities and crop collection centres, as 
well as buying tools that are owned by the community. There is less col- 
lective experience of managing or regulating productive activities; this is 
a complex, long-term learning process. 

There is no available statistical data about OECOMs. 


Social Dimension 


The overall mission of OECOMs is to create community enterprises in 
indigenous or peasant areas, backed by these communities’ right to terri- 
tory such as it is recognised in a series of laws passed in the 1990s.* The 
objective is to build economic organisations involving everyone in each 
community territory. As a political project, it is left to each community 
or autonomous territory to define the specific nature of the community 
economic organisation (OECOM) they want to create. One of the few 
new experiences so far is located in the autonomous territory of Raquay- 
pampa. According to its statutes, this OECOM is defined as follows: 


It is a not-for-profit organisation set up by the community for its 
own benefit, under the principles of democratic participation, soli- 
darity, reciprocity and equity. It was created following a decision by 
the majority of the organisations in Raqaypampa and is established 
as the organisation that guarantees their recognition as productive 
economic actors capable of generating self-employment, direct and 
indirect employment and earnings, as a solidarity-based response to 
other models of productive development. 

Calvo (2017: 26), quoting from the OECOM Statutes 


The main objectives of the Raqaypampa OECOM are to increase the 
family income, improve agroecological farming production, strengthen 
food security, boost the recovery of biodiversity, promote women’s par- 
ticipation in economic activities, process and add value to agricultural 
produce, diversify food production through processing, look for and 


68 Wanderley 


consolidate markets at the local, regional, departmental and national 
level, promote organic farming that respects and looks after Mother 
Earth, ensure that the OECOM is participatory, fair and democratic 
in its structures and management, and help to reduce malnutrition and 
improve people’s overall state of health by promoting healthy eating hab- 
its, based mainly on local agro-biodiversity resources (Calvo 2017). 


Economic Dimension 


Because an OECOM is a local economic enterprise, its work depends on 
the ecosystems in its particular territory and the activities practised there. 
These may be agriculture, livestock farming, hunting and gathering, fish- 
ing, forestry (logging or non-timber forest products), handicrafts, com- 
munity tourism or other occupations. Likewise, the organisations may be 
involved in cultivation, collection, processing, industrialisation, distribu- 
tion, exchange and/or marketing. 

Decisions on price setting, sales and earnings distribution are taken 
collectively at the meetings of the community government or in the rel- 
evant structures set up specifically to manage the OECOM, as is the case 
in Raqaypampa (Calvo 2017). 

The older experiences, which started as CORACAs, such as Produc- 
tos Totolima-Altamachi (PROTAL), changed gradually over time from a 
community government principle of obligatory membership (OECOM) 
to a principle of voluntary membership (OECA). In PROTAL, which 
mainly aims to guarantee market access for its members’ produce, prices 
are set by the producers in an assembly meeting, based on produc- 
tion costs: the price is judged “fair” by the members when it includes 
some profit for the producer, as well as an additional percentage for the 
CORACA (Devisscher Leroux 2017). This approach to setting prices 
allows the organisation to support the development of the enterprise in 
a systematic way (working capital, technological innovations, etc.) and 
provide additional services to members (a limited number of production 
support and social services) (Calvo 2017). 


Governance Structure 


OECOMs are economic organisations set up by all the members of one 
or more communities for economic purposes. According to the law, 
membership of the OECOM is compulsory for everyone who belongs to 
a territorial community. This is the main difference between these organi- 
sations and the OECAs, where membership is voluntary and depends on 
the shared interests and objectives agreed upon by a group of people who 
belong to a territorial community or several communities. 

The community governments (farmers’ unions or ayllus) are respon- 
sible for the management of the OECOM. OECOM management is a 
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process that is still under development and depends on the specific char- 
acteristics of the territorial communities involved. In the indigenous and 
peasant community territories (territorios indigena originario campes- 
inos, or TIOCs), the constitution of a new OECOM is closely linked 
to the process of developing the autonomous indigenous territory and 
designing the mechanisms for self-government, which in turn are closely 
related to the territorial plan. This process is gradually becoming formal- 
ised as the procedures for legally registering autonomous territories are 
carried out. 

The process of setting up and launching the OECOM in Raqaypampa 
was taken forward collectively through the existing community govern- 
ments, with the whole community participating. It was a lengthy and 
difficult process, which required more than 50 meetings: 


Another issue that needed a lot of discussion in the local unions was 
how to define the organisational structure, because everyone in the 
communities wanted to be represented in the decision-making struc- 
ture. Thus, they ended up with an organisational arrangement linked 
to the union’s organisation at the territorial level, where the leader- 
ship committee includes representatives (men and women) from each 
of the lower-level unions. This committee—whose president acts as 
the legal representative—directs and supervises the work at the oper- 
ational level, and has its own operations manager and staff team. 
Calvo (2017: 29) 


The regional organisational structure of CORACA-PROTAL includes 
the posts of president and vice-president, production officer, industriali- 
sation and marketing officer, and infrastructure and services officer. The 
leadership committee was sworn in by the Single Trade Union Federation 
of Peasant Workers of Cochabamba. The organisation has about 150 
member families and holds a General Assembly of Delegates, whose par- 
ticipants are leaders and authorities from the community CORACAs in 
four communities (Qhory Mayu, Carmen Pampa, Maiqa Monte and San 
Julian) and two working groups (Porvenir and Jaythasiri). The assembly 
has decision-making power and designs the association’s overall poli- 
cies. There is also a management committee, which is the organisation’s 
executive arm and is made up of seven members: four with management 
responsibilities and three who play the role of a quality-control commit- 
tee (Devisscher 2017). 

Supreme Decree No. 2849, enacted in 2016, establishes the regulations 
for the process of legally registering an OECOM. For indigenous, first- 
nation, peasant, intercultural or Afro-Bolivian communities to be accred- 
ited to exercise the rights and duties corresponding to an OECOM, they 
must present the legal document recognising the legal existence of the 
relevant community (personeria juridica), a document awarding broad 
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power of attorney conferred by the community government and a certifi- 
cate of membership awarded by their umbrella organisations (federations 
and confederations) in keeping with their own norms and procedures. 


1.3. Artisans’ Associations 


Political Dimension 


The first collectives politically representing artisans date back to the sec- 
ond half of the 19th century, when they obtained the official approval 
as grassroots organisations and thus became established as a valid inter- 
locutor in dealings with the state (Van Der Veen 1993). The artisans 
then began to organise around the objectives of cooperation and mutual 
assistance. As well as promoting informal rules governing sectorial activ- 
ities, they formulated the first demands towards the state to defend their 
market and ban imports. Artisans have become established as a collective 
able to express their group interests and demands and pursue common 
objectives. In the process, they have developed their own institutions, 
structured in accordance with current laws and, at the same time, influ- 
enced the design of such laws. As a social group, they have evolved 
over time and adapted their ideological leanings and aspirations in 
accordance with changing political, social and economic circumstances 
(Wanderley 2005). 

After a 25-year campaign, the artisans achieved approval of the Law 
on Artisan Promotion and Development (Law N° 306) in 2012. This law 
covers: 


all natural or legal persons, individuals and collectives engaged in 
artisanal trades [and its purpose is to] recognise, protect, foster, 
promote and encourage the sustainable development of the artisan 
sector’s activities, in all their locally-specific forms, [by] facilitating 
access to finance, technical assistance, training and markets for the 
artisan sector, promoting the recovery and dissemination of artisans’ 
knowledge, skills, aptitudes and abilities as part of the integrated 
development of the Plurinational State, and raising public awareness 
of their economic, social and cultural importance. 


The location of artisans’ associations within the plural economy model is 
not mentioned in the 27 articles that constitute this law. However, these 
organisations’ participation in the plural economy is assumed in princi- 
ple as the law stipulates that among the roles of autonomous territorial 
governments is the duty to promote and foster the principles of solidar- 
ity, complementarity and cooperation, membership of associations and 
the development of synergies between the different actors involved in 
artisanal trades. 
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The artisan sector is organised on three levels of representation: the 
first level is that of grassroots organisations, including associations, 
unions, cooperatives, centres, mutual societies and trade guilds. In the 
production sector, the association is the most important form of organi- 
sation, while in the services sector, the trade guild is the most common. 
At the second level are the federations, which bring together the grass- 
roots organisations connected with a specific activity or set of activities. 
This means that there is a wide variety of federations in each department 
or region of the country. At the third level are the umbrella organisations, 
which may be sectoral or multisectoral in nature.° 

There is no statistical data about artisans’ associations. 


Social Dimension 


There is a great diversity of organisational forms in the artisan sector, 
from family-run workshops to small-scale businesses and associations. 
Their mainly peasant and indigenous origins place most artisans in the 
low-income sectors with ancestral ties to rural communities, although 
there are important differences depending on their geographical location. 

The main objective of artisans’ associations is income generation, but 
these associations tend to be set up with three secondary objectives. The 
first one is the joint marketing of the products in domestic or interna- 
tional markets. The second goal is to liaise with public authorities, private 
institutions, non-governmental organisations and international coopera- 
tion agencies. The third objective is to achieve joint production among 
the members by coordinating purchases of raw materials, processing and 
placement of the products in the market. 

However, choosing to form an association is not motivated solely by 
expectations of higher monetary returns. Associations are non-hierarchical, 
transparent and participatory, and they offer very important social 
and personal benefits, such as a space for sharing and mutual support, 
especially in the case of the associations whose members are women 
(Wanderley 2014). 

Artisans’ associations are set up in three main ways: at the initiative of 
a local group, as a result of a government policy or as part of an NGO 
project with international cooperation funding. Like OECAs, from the 
1980s onward, many associations have been set up at the initiative of 
NGOs financed by international cooperation. 


Economic Dimension 


The artisan sector produces food, clothes, wooden objects, jewellery, 
metalwork and popular art. Associations are very diverse in terms of 
their production and sales patterns. While some manage to keep pro- 
duction and sales going throughout the year, for others, production is 
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seasonal and concentrated in certain months. Some associations are 
involved in both local and International markets, while others aim solely 
at the domestic or the export market. The stability of exports throughout 
the year also varies: while some organisations export all year round, oth- 
ers do so only sporadically or in very small quantities. Only a few have 
managed to enter the fair-trade market, mainly through FLO and WFTO 
certification (Bishelly and Salazar 2006). 

There are two main production arrangements: members working 
individually in their homes, and members working together in a shared 
workplace. Those who work individually do so whenever they have time 
in between household chores, as one artisan explains: “At home, we have 
to do the cooking and the cleaning, and we fit in the knitting around that. 
The times when we do the most knitting are early in the morning and at 
night” (quoted by Wanderley 2014). Artisans often diversify their work 
by, for example, selling their products in street markets and engaging in 
other occasional income-generating activittes. 

Those who work together organise their work in different ways: some 
meet every day and spend eight hours in a workshop, while others meet 
a few times a week and work for three or four hours. Full-time collective 
work takes place in those associations that have a workshop of their own 
and regular, continuous orders throughout the year. Associations with 
seasonal markets engage in part-time collective work, a few times a week, 
when they have orders for their products. Working together is valued by 
the members because it enables them to correct mistakes in time, share 
technical knowledge and skills, make their products more quickly and 
improve these products’ quality (Wanderley 2014). 


Governance Structure 


Membership of artisans’ associations is voluntary, and these organisa- 
tions bring together people engaged in the same area of work. Two main 
types of associations can be identified. The first type comprises associa- 
tions that actually operate like a micro or small enterprise, where the 
president acts as the owner and deals with the management and adminis- 
tration, maintaining a top-down relationship with the workers. In these 
“associations”, the accounts are not shared with the “members”, who 
are therefore unaware of the administration costs, the profits or the per- 
centage accounted for by labour costs. 

In the second type of association, the members have a non-hierarchical 
relationship with each other and are owners, managers and producers at 
the same time. These associations tend to be characterised by rotating 
leadership, openness with regard to the accounts and a more participa- 
tory style of management, which is shared by all the members. These are 
the associations that belong to the universe of the community, social, 
solidarity and cooperative economy. Many of them were set up following 
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experiences with the first type of associations—i.e. those operating like 
micro or small enterprises. Because these did not meet the producers’ 
expectations of transparency and fairness, these producers decided to 
form their own associations (Wanderley 2014). 

The organisational structure of this second type of artisans’ associa- 
tions, just like that of OECAs, is strongly influenced by trade unions’ 
organisational model: they usually have a president, a vice-president, a 
records secretary and a finance secretary. Most associations are heavily 
dependent on the leader in charge, who usually holds the post of presi- 
dent or head of the group. These leaders take most of the responsibility 
for managing the association, although they do not always have the nec- 
essary level of education and training. 

Artisans’ associations are registered as legal persons under differ- 
ent arrangements regulated by the Civil Code, the Code of Commerce 
and the General Law on Cooperative Societies. They face a dilemma 
similar to that faced by OECAs when it comes to their legal registra- 
tion: indeed, they have to choose between registering as a non-profit 
organisation, which means that they are not allowed to make a profit 
from their activities, and registering as a cooperative, which entails high 
setting-up costs. 

Many first-level artisans’ associations make use of the legal personality 
of the second-level organisation until they obtain their own. To obtain 
legal personality, the organisations need to have statutes and internal 
regulations. These are defined (and can be subsequently modified) by the 
general assembly, as also happens in OECAs. Compliance with legal reg- 
ulations is patchy: artisans’ associations tend to abide by some and not 
others. Few meet all the requirements or go through all the procedures 
defined by the legal framework (legal personality, tax registration, regis- 
tration with the Ministry of Labour, health certification, business card); 
one of the strategies used by associations to avoid problems with the state 
is to comply with at least one of the legal requirements. A direct relation- 
ship can be noted between how well-established the associations are and 
the degree to which they comply with legal requirements. The reasons for 
the low level of formal registration of economic units belonging to the 
community, social and solidarity economy must be sought in the state 
institutions, which are characterised by inefficiencies and inconsistencies, 
as we will analyse later. 

With regard to internal formalities, not all associations have basic doc- 
umentation such as a founding charter, statutes, minutes books, accounts 
books, balances, attendance records, sales records, production records 
and asset inventories, even though they may be aware of the usefulness 
of all these documents and plan to introduce them at some point. Many 
of these records are kept by hand, as most associations do not have access 
to computer systems (which would make it easier to update, monitor and 
consult this information). 
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1.4. Cooperatives 


Political Dimension 


The first cooperatives to be established in Bolivia were the farming 
cooperatives set up in the 1930s (Moller 1986). The Decree-Law on the 
Creation of Cooperatives and Health Assistance was enacted in 1939 
and the cooperative model then expanded rapidly to different sectors, 
such as factories, mining, public services and telecommunications. New 
decrees were enacted in subsequent years, including the Supreme Decree 
on Consumer Cooperative Societies in 1941 and the Supreme Decree on 
the Organisation and Use of Technical Services for Trams and Telephones 
in 1944. In 1944 as well, the legal status of the Bolivian Cooperatives 
Institute was officially recognised. Following the National Revolution of 
1952, the General Directorate of Farming Communities and Coopera- 
tives and the first Federation of Farming Cooperatives were set up. The 
Cooperative Societies Law was enacted in 1958 and the National Coop- 
eratives Directorate (Dirección Nacional de Cooperativas, or DNC) was 
created as its executive arm. The following year saw the establishment of 
the National Cooperatives Institute (Instituto Nacional de Cooperativas, 
or INALCO), linked to the public universities, and in 1960, the National 
Cooperatives Council, reporting to the President of the Republic, was 
created (Moller 1986). Several reforms followed over the next two dec- 
ades. In the 1980s, new sectoral federations were created. The General 
Law on Cooperatives was approved in 2013, following a process of 
consensus-building aimed at adapting the law to the plural economy 
model introduced by the 2009 Constitution.$ 

The cooperative system comprises first-tier (grassroots) cooperatives, 
second-tier cooperatives (grouping cooperatives in a local area), third- 
tier cooperatives (regional and departmental federations) and fourth- 
tier cooperatives (made up of national federations in each economic 
sector); the National Confederation of Bolivian Cooperatives (CON- 
COBOL) constitutes the fifth tier. Finally, there are recognised auxiliary 
institutions providing support to the whole system through education, 
development centres, technical training and assistance, support to coop- 
erative administration and environmental management, as well as finan- 
cial institutions promoting cooperative development, etc. (Wanderley 
et al. 2015). 


Social Dimension 


The General Law on Cooperatives and its specific regulations establish 
the principles of organisation and management more clearly than the 
various laws regulating the other types of organisation. According to the 
law, the cooperative is a not-for-profit association of natural and/or legal 
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persons who join voluntarily. It is based on solidarity and cooperative 
work to meet the members’ needs in terms of production and services, 
and its structure and operations are autonomous and democratic. 

However, many studies, such as the one by Guzmán (2005), point to 
insufficient compliance with the principles of cooperativism in Bolivia, 
including the principle of open and voluntary membership. The delivery 
of social benefits to the members and contracted workers is very uneven 
among cooperatives: large cooperatives have social-protection mecha- 
nisms that work better than those in small cooperatives. The latter do not 
usually comply with the regulatory framework, such as covering workers 
against risk, for example. Working conditions are even often unsuitable 
and safety measures are deficient, as is well known in the mining sector 
(Mongrevo and Vanhuynegem 2012). 

As far as the principle of members’ participation in the economic ben- 
efits is concerned, practices vary a great deal among cooperatives and 
according to the sector under consideration. Although oversight and con- 
trol mechanisms are very deficient in some cooperatives, especially the 
smaller ones, they work better in larger ones. For example, larger coop- 
eratives are more likely to comply with the requirement to invest 5% of 
their profits in social spending, in education or in services for the com- 
munity, such as building day-care centres for children, parks and other 
works of infrastructure (Mongrevo and Vanhuynegem 2012). 


Economic Dimension 


On the basis of the 2007 Census of Cooperatives, which covered 70% 
of active cooperatives, it was estimated that a total of 2,280,015 peo- 
ple were members of cooperatives in Bolivia, which represents 22% of 
the country’s population; 80% of cooperative members are men, and 
20% are women. In 2010, 1,444 cooperatives were registered in the 
National Register of Cooperatives, and in 2008, their assets amounted 
to US$2.037 billion. As far as their distribution by sector is concerned, 
49% are mining cooperatives, 18% are farming cooperatives, 10% are 
transport and services cooperatives and 7.5% are savings and credit 
cooperatives (Mongrevo and Vanhuynegem 2012). According to the 
same source, 94% of members belong to cooperatives in the tertiary sec- 
tor: 40% are members of services cooperatives (electricity, telephone and 
water services), 32% belong to savings and credit cooperatives and 22% 
are members of telecommunications cooperatives. The remaining 6% are 
members of mining and farming cooperatives. 

According to the current law, the cooperative members’ working tools 
may be individually or collectively owned. The law emphasises the fact 
that producer cooperatives may only hire administrative, advisory and 
technical services staff, while services and public services cooperatives 
can contract staff under the terms and conditions of the General Labour 
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Law; the law also recalls that cooperatives are obliged to comply with the 
social laws currently in force. 

However, overall, compliance with the principles that govern labour 
relations in cooperatives is very deficient in Bolivia. In the case of min- 
ing cooperatives, workers are often hired by the cooperative’s members 
under highly insecure and precarious conditions, and a high percentage 
die inside the mines. The work of mining cooperatives is not overseen, 
controlled or regulated by the state, and failure to comply with labour 
and environmental laws is therefore common (Porrez Padilla 2014). 


Governance Structure 


According to the law, all cooperative societies—local cooperative asso- 
ciations, federations and the National Confederation—must carry out 
their activities in keeping with an economic plan approved in their gen- 
eral assemblies. The law also established a social fund, which is fed by 
all cooperatives’ compulsory and voluntary contributions and donations. 

Although the law sets out the principles of cooperative governance in 
detail, cooperative leaders stated in an interview that cooperatives have 
lost sight of their identity and of the principles of cooperativism, as far as 
management and the organisation of production are concerned; accord- 
ing to a study by Guzmán (2005), the principle of democratic control by 
the members is not sufficiently respected by the cooperatives. The Regu- 
lations attached to the General Law on Cooperatives, approved in 2014, 
provide that cooperatives fall under the limited-liability system and this 
must be expressed in their statutes and regulations by placing the ini- 
tials “R.L.” (responsabilidad limitada) after their name. According to 
the Code of Commerce, they can have between 2 and 25 founding mem- 
bers, and the society’s capital, divided into shares of equal value, worth 
BOB100 or multiples of BOB100, must be paid in full when the coopera- 
tive is founded. 


2. Difficulties Preventing Collectives From Forging 
Links With Each Other 


The analysis in the previous section demonstrates the importance and 
persistence of a diversity of economic organisations whose forms differ 
from state-owned companies and traditional privately owned businesses. 
Each of these various types of economic organisation has its own repre- 
sentation structures and a lengthy track record of campaigning for state 
recognition and support. The continual disputes or connections between 
these collectives’ political representatives and successive governments led 
to processes of distancing or coming together and a constant redefinition 
of collective identities and alliances among them, throughout the 20th 
and 21st centuries. 


Bolivia 77 


After 2006, these political actors built platforms to promote the new 
model of the plural economy. One of the most outstanding of these plat- 
forms was the Unity Pact (Pacto de Unidad), which brought together 
the most important peasant and indigenous organisations in the coun- 
try” and became the main interlocutor with the MAS government in 
its early years. Another was the Bolivian Multi-Sector Platform for the 
Promotion and Development of the Solidarity Economy and Fair Trade, 
later renamed the Bolivian Solidarity Economy and Fair-Trade Move- 
ment (Movimiento de Economia Solidaria y Comercio Justo de Bolivia, 
or MESyCJB), whose main members were the OECAs and the artisans’ 
associations. Both platforms sought to position themselves as the main 
representative of the plural economy model. 

In parallel with this, the cooperative movement conducted its relation- 
ship with the government independently, seeking to officially secure its 
place in the legal framework of the plural economy. Likewise, entrepre- 
neurs achieved a space for the private economy in the new legal frame- 
work, while the government created state-run enterprises. 

It is interesting to note the distance between the cooperative move- 
ment and the social and solidarity-economy movement in Bolivia, despite 
the affinities between the principles that underpin both types of organi- 
sation. This distance has not been explicitly analysed by social actors, 
academics or decision makers, but an initial assessment of the reasons 
that could account for it points to the fact that, in the collective Bolivian 
mind, cooperativism is associated with the mining, savings and credit 
sectors, because of their significant leadership, and these sectors have lost 
legitimacy in Bolivian society due to practices that distort the cooperative 
principles. A consequence of this is that producer cooperatives, mainly 
in the agricultural and livestock sectors, prefer to identify themselves as 
peasant economic organisations (OECAs), belonging to the social and 
solidarity economy, and they are also covered by the specific law that 
OECAs campaigned for. 

In fact, cooperatives differ from the other types of organisation analysed 
here by the significant capacity to lobby and negotiate with governments 
which they have demonstrated since the mid-1950s and, more recently, 
with the MAS government in particular. Since 2006, the cooperative sec- 
tor, led by mining cooperatives, has become a firm ally of the government, 
receiving economic and political benefits in return. Such benefits include 
funding for the sector in the form of equipment, tools and ambulances, as 
well as a commitment, on the part of the government, not to interfere in 
or regulate the mines, the working conditions there or their environmental 
impact, such as the pollution of water sources and alluvial soils in the area 
surrounding the mines (Porrez Padilla 2014). Equally significant is the 
participation of miners’ representatives in government’s decision-making 
on mining policies: many hold office as senators, deputies or in the execu- 
tive branch of the government (Mongrevo and Vanhuynegem 2012). 
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In this political context of “parallel” representation structures, a col- 
lective effort was made to bring together all actors to approve a common 
legislation. This resulted in the adoption, in 2010, of a Ministerial Reso- 
lution on the Plurinational Strategy for the Solidarity Economy and Fair 
Trade. This strategy was promoted by the solidarity-economy and fair- 
trade platforms and drawn up by the Vice-Ministry of Domestic Trade 
and Exports, which is part of the Ministry of Economic Development 
and the Plural Economy, where a well-known leader of the solidarity- 
economy and fair-trade movement held the post of minister at the time. 
The coming together of OECAs and artisans’ associations in the solidarity- 
economy and fair-trade movement did not last long, however, and 
although a strategy was designed and approved by means of a Supreme 
Decree, it gathered dust on the shelf and was never implemented (Wan- 
derley et al. 2015). 

At this time, the way in which the plural economy—and specifically the 
community, social and solidarity economy—should be interpreted was 
the subject of dispute, not just among and within the different collectives, 
but also within the government. The social and solidarity economy con- 
tinued to be seen as marginal, while the concepts of community, coop- 
erative, public and private economy were considered to be the dominant 
elements of the plural economy legal framework, despite the lack of con- 
sensus about what they meant and about the relationship between them. 
These semantic disputes reflected conflicts related to dialogue with the 
state and access to public resources. These disputes cut short any coor- 
dination effort between the collectives to campaign for a common objec- 
tive: a different economic model, based on the plurality of organisations 
that were neither traditional private companies nor public enterprises 
(Wanderley et al. 2015). 

With the exception of the cooperative movement, the various plat- 
forms started to fragment. The Unity Pact broke up when two of the 
most important indigenous organisations withdrew their support for the 
MAS government,* and the political map of the social movements was 
redefined with the formation of two blocs: the first comprised the organi- 
sations that supported the MAS government unconditionally, while the 
second included the organisations that had withdrawn their support for 
the government. The solidarity-economy and fair-trade movement split 
into two groups in 2012. The largest and most well-established organisa- 
tions broke away from the Bolivian Solidarity-Economy and Fair-Trade 
Movement platform (MESyCJB) to form the Bolivian National Coordi- 
nating Committee for Fair Trade (Coordinadora Nacional de Comer- 
cio Justo de Bolivia, or CNCJ). The smaller organisations and initiatives 
continued in the MESyCJB, but they are also having serious problems 
coordinating with each other (Wanderley et al. 2015). 

Thus, the efforts to bring together all the organisations in the MESyCJB 
platform and give it an institutional shape were frustrated in recent years 
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by splits in the range of organisations that form part of the solidarity- 
economy and fair-trade movement, leading to the creation or strength- 
ening of other platforms. Several platforms exist today: the Bolivian 
Solidarity-Economy and Fair-Trade Movement (MESyCJB), the Bolivian 
National Coordinating Committee for Fair Trade (CNCJ), the Fair-Trade 
Platform (Plataforma de Comercio Justo) and the Coordinating Com- 
mittee for the Integration of Peasant and Indigenous Economic Organi- 
sations (Coordinadora de Integración de Organizaciones Económicas 
Campesinas, Indígenas y Originarias, or CIOEC). 

The difficulty of linking up the different economic actors in the ambig- 
uous universe of the community, social, solidarity and cooperative 
economy in Bolivia is acknowledged by the actors themselves. A Peasant 
Economic Organisations Coordinating Committee executive says that 


bringing the movement together around a common agenda, as a 
political as well as an economic alternative, is a difficult task. [It 
means uniting the different experiences, histories, ideologies and 
objectives] that ought not to divide those of us who are committed to 
the struggle for an alternative economy in this country. That should 
not be a reason for the networks and organisations to remain sepa- 
rate. We ought to be speaking the same language, in order to build a 
high-profile movement able to exert an influence. 

Quoted by Wanderley et al. (2015: 109) 


The clearest and most visible expression of the difficulties preventing 
these actors from linking up with each other is the fact that specific laws 
were developed and approved for each of the collectives, as described 
above. Although this process required a huge effort by the different 
actors, these laws did not represent progress towards integrated public 
policies. Not only do these laws contradict each other; most of them 
have never been translated into public policies (Wanderley 2013). Fur- 
thermore, the laws have had a negative impact on the identities, inter- 
actions and collective actions of the actors involved in the community 
and solidarity economy. One of these effects was the worsening of con- 
flicts and splits within the social movements, which made it difficult for 
them to set aside circumstantial political disputes and reach consensus 
on their shared interests. One of the most significant of these conflicts 
is the dispute between the OECAs and OECOMs over which of them is 
to be considered the legitimate actor in the community economy.’ These 
political struggles between representatives of the umbrella organisations 
of the farmers’ union movement, representing OECOMs, on the one 
side, and the producers’ associations, representing OECAs and identified 
with the solidarity economy and fair trade, on the other, do not neces- 
sarily correlate with the experiences and views of the organisations at 
the grassroots level. 
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From an international comparative perspective, it is clear that Bolivia 
has not yet made significant progress in developing a suitable legal frame- 
work and policy strategy to strengthen the plural economy legal frame- 
work. No progress has been made, for example, towards a form of legal 
recognition that would take into account the specificities of the organisa- 
tions in the community, social and solidarity economy. In other words, 
the legal recognition of these actors is not consistent with the stated 
intention—itself not devoid of contradictions—expressed by the state of 
recognising them as a substantial part of the plural economy. This legal 
vacuum has meant that these actors have had—and still have—to decide 
whether to register as not-for-profit organisations (NGOs), as civil asso- 
ciations, or as cooperatives, even though the requirements and obliga- 
tions linked to each of these legal forms are not suited to their structures. 
Nevertheless, the key problem is not just the absence of regulations suited 
to these organisations’ way of working, economic arrangements and eco- 
nomic and social purposes, but rather the divorce between their identity 
as an organisation and the characteristics imposed on them by their legal 
recognition (Wanderley et al. 2015). 


3. The Political Dynamic of the Community, Social, 
Solidarity and Cooperative Economy 


The question that arises from the analysis in the previous sections is the 
following: which factors do explain the difficulties that are preventing 
actors in the community, social, solidarity and cooperative economy 
from coming together around a common agenda to demand the fulfil- 
ment of the political commitments made by the MAS government and the 
effective implementation of a coherent policy strategy that would benefit 
them all? The difficulty of linking up the different actors is rooted in the 
Bolivian political governance, which has reinforced the diversity of inter- 
ests and demands among the actors that make up this universe, as well as 
their parallel structures of collective identity and action. 

The first factor is the significant diversity of economic units in terms of 
ownership, governance structure, labour relations, forms of production 
and criteria for earnings’ distribution. This diversity is compounded by 
the organisations’ disparate levels of involvement in local, national and 
international markets and the degree to which their economic units are 
consolidated, as reflected in their trade volumes and income flows. This 
in turn is reflected in differences in earnings and their ability to meet the 
needs of individual members and their families. Likewise, their geograph- 
ical location (urban or rural), the area of the country in which they work 
and the type of activity in which they engage (e.g. handicrafts, agriculture 
and livestock farming, services and commerce) mean that they have spe- 
cific needs, interests and priorities, which are expressed in their member- 
ship of a range of representative organisations and in the construction of 
different platforms representing them. 
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The second factor that can account for the difficulty of linking up the 
different actors and the fragmentation of collective actions to build an 
alternative economy concerns the different structures of political repre- 
sentation analysed in this chapter, which in turn are the result of these 
various organisations’ relations with the state over the course of Boliv- 
ia’s history. Nevertheless, these factors are not sufficient to explain the 
inability of the different collectives to come together in a more unified 
movement, considering the experiences of other countries that have made 
progress with collective action in a more unified way. 

The reproduction of these conditions is rooted in the relationship 
between the state and society in managing power that has persisted 
throughout Bolivian history, and which is characterised by relations that 
have veered from confrontation with the government in office to close 
contact between social and political leaders and those in public office, 
based on clientelism and patrimonialism. Equally important and closely 
related to this is the absence of intermediate spaces for institutional coor- 
dination between the different actors and the state. Although the Bolivian 
Trade Union Confederation (Central Obrera Boliviana, or COB), under 
the leadership of the miners, used to channel the demands of many eco- 
nomic and social organisations and was the principal mediator between 
society and the state from the 1950s until the 1980s, at a time when 
it played a very important role in the struggle against the dictatorships 
and for the return of democracy, it has later become weaker, and no 
other umbrella organisation or platform has taken up its mediation role 
yet. Since the 1990s, the public space comprises a diversity of actors, 
whose relationships with the government are characterised by bilateral 
relations, in the absence of intermediate spaces for formal coordination 
between the different political subjects. 

After 2006, the Movement-for-Socialism government maintained 
bilateral relations with social and political collectives. Indeed, it intensi- 
fied its relations with each actor or sector. This model of public manage- 
ment favoured the pursuit of corporate interest rather than a general 
one. It also perpetuated rent-seeking behaviours and the discretional dis- 
tribution of benefits or special privileges in return for corporate political 
support. This model of governance has entrenched the “capture” of poli- 
cies, programmes and projects by collectives with more political weight, 
through top-down, non-democratic procedures. 

The backdrop of the economic bonanza favoured these practices. 
Between 2006 and 2014, the financial resources available in the Bolivian 
economy increased exponentially in comparison to the previous period 
(1996-2005): on average, public spending and investment in one year 
of the Evo Morales government was equivalent to four years in the pre- 
vious period. The injection of public funds into the economy occurred 
mainly through spending on infrastructure, buying capital inputs for 
state-owned enterprises, expanding public-sector employment, boosting 
redistribution policies (especially cash transfers in the form of benefits), 
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subsidising petrol, natural gas for domestic use and electricity, and creat- 
ing funds to provide direct transfers to territorial communities, such as 
the Development Fund for Indigenous Peoples and Peasant Communities 
(better known as the Indigenous Peoples’ Fund). 

In this context, relations between the government and the collectives 
tended to undermine the latter’s independence as organisations through 
co-optation mechanisms, such as sharing out “quotas” of power through 
jobs in ministries and other state institutions, the offer of jobs in the 
public sector, and the distribution of funds and business opportunities in 
shady deals that bypassed official procedures and accountability mecha- 
nisms. This model of public management encouraged bilateral relations 
in defence of group interests and worked against the idea of coming 
together to promote the public good. Most importantly, no intermediate 
spaces for collective linkages and deliberation were developed during this 
time, at either the national or the subnational level. In other words, the 
model of governance over the last twelve years has revived the dynamic 
of bilateral relations between social collectives and decision makers, with 
the result that it has become even more difficult for the actors in the com- 
munity, social, solidarity and cooperative economy to come together and 
act collectively in an integrated way. 


Conclusion 


As this analysis has shown, a plurality of economic organisations whose 
forms differ from state-owned companies and traditional privately 
owned businesses have long been present in Bolivian society. The new 
context ushered in 2006 raised great expectations that these other types 
of economic organisation would be strengthened as part of the model of 
a plural economy, even though many conceptual doubts remained about 
economic pluralism, the solidarity economy, the community economy, 
the cooperative economy and the role of the state. But there was a lack of 
clarity about how these various types of organisation related to each other 
in the plural economy framework. Moreover, the new laws created the 
potential for conflict by not awarding equal status to all economic actors, 
thus triggering disputes between the territorial organisations (OECOMs) 
and the peasant economic organisations (OECAs). This process has had 
a negative impact on the identities of the various types of organisation, 
their interactions and their willingness to set aside circumstantial politi- 
cal disputes to reach consensus on shared interests. 

Due to a type of governance in which the government engages in bilat- 
eral relations with the different actors, leading to disputes among them 
to be seen as the legitimate interlocutor with the state, no institutional- 
ised spaces have been set up for discussion and consensus-building on 
the various actors’ demands or the development of integrated legal and 
public-policy frameworks. This has had perverse effects by weakening 
incentives for dialogue and encouraging disputes among the actors. It has 
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also aggravated a culture of distrust by reinforcing long-standing prac- 
tices of engagement through patronage and clientelism, which operate 
through short-term demands and immediate beneftts in the form of pro- 
tection and rents in return for votes and political support. 

This political dynamic has favoured defensive social capital and hin- 
dered the different representative structures from linking up to push for 
public policies and institutional changes that would lead to an enabling 
environment for promoting the plural economy and especially the com- 
munity, social, solidarity and cooperative economy. By limiting their 
actions to short-termist, defensive demands, producers and their organi- 
sations are failing to take advantage of opportunities to coordinate with 
public and private sector institutions to promote integrated, effective 
policies for building another economy sustainably. 

In such a political field, the movements working for another economy 
in Bolivia are facing challenges. As the analysis shows, these challenges 
are both bottom-up, as they are linked to the relations between alter- 
native economic organisations and their representatives, and top-down, 
as they are also related to government projects and initiatives and their 
impact on socio-economic and political processes. 

A series of questions arise from Bolivia’s recent experience, whose par- 
ticularity lies in the tensions and contradictions between far-reaching dis- 
cursive changes, on the one hand, and continuities in the orientation of 
economic policies and political practices, on the other—in other words, 
the experience of a government that raised great expectations of a differ- 
ent economic model and promoted very progressive changes in legisla- 
tion, but which, in practice, increasingly departed from the principles 
set out in these laws. We need to redefine our questions and analytical 
frameworks to explain what happened in this process and gain a deeper 
insight into the relations between the established power and diverse eco- 
nomic organisations, between political discourse and practice, and thus 
improve our understanding of the complex challenges posed by the aims 
of ethical and political transformation towards another economy. 
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Notes 


1 A new economic census will be implemented in Bolivia in 2018 with the aim of 
mapping the plural economy in rural and urban areas. 

2 The most important of these are the Bolivian Peasant Economic Organisations” 
Coordinating Committee (Comité Integrador de Organizaciones Económicas 
Campesinas de Bolivia, or CIOEC), the Bolivian Association of Organic Farm- 
ers’ Organisations (Organizaciones de Productores Agroecológicos de Bolivia, 
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or AOPEB), the Small Producers’ Liaison Committee (Comité Enlace de Peque- 
nos Productores), the National Association of Camelid Farmers (Asociación 
Nacional de Productores de Camélidos, or ANAPCA) and the National Asso- 
ciation of Quinoa Producers (Asociación Nacional de Productores de Quinua, 
or ANAPQUI) (Mufioz Elsner 2004). 

3 “Ayllus” can thus refer both to first-level and second-level organisations. 

4 The main legal landmarks include: the March for Territory and Dignity in 
1990; the ratification of ILO Convention 169 through Law 1257; the Con- 
stitution approved in 1994, which recognises indigenous peoples’ right to ter- 
ritory and their right to apply their own norms; Law 1700, which recognises 
exclusive forestry rights on indigenous territories; Law 1715 of 1996, which 
recognises indigenous peoples’ right to own their territories and the system of 
indigenous and peasant community territories (territorios indigena originario 
campesinos, or TIOCs) as collectively owned territories that are indivisible, 
immune from seizure and governed by their own norms; and the 2009 Consti- 
tution, which enshrines all the rights recognised previously and establishes the 
right to indigenous autonomy. Specifically, Article 289 of the new Constitu- 
tion defines autonomy as consisting of self-government and the exercise of free 
determination by indigenous peoples, first nations and peasant communities, 
while Article 190 states that self-government by the autonomous indigenous 
and rural territories shall be exercised according to their own norms, institu- 
tions, authorities and procedures, in keeping with their powers and competen- 
cies, in harmony with the Constitution and the law. 

5 An example is the Single Trade Union Confederation of Artisan Workers of 
Bolivia (Confederación Sindical Unica de Trabajadores Artesanales de Bolivia, or 
CSUTAB), founded in 1989, which includes several sectoral umbrella organisations. 

6 The main organisations pushing for the new law were the National Confed- 
eration of Bolivian Cooperatives (Confederación Nacional de Cooperativas de 
Bolivia, or CONCOBOL) and the National Federation of Mining Coopera- 
tives (Federación Nacional de Cooperativas Mineras, or FENCOMIN). 

7 The Unity Pact was forged in 2004 with the challenging goal of bringing 
together the country's peasant and indigenous movements and campaigning 
to hold a Constituent Assembly that would be “foundational, sovereign and 
participatory” and approve a constitution based on the recognition of the prior 
existence of the indigenous peoples and first nations. 

8 The organisations that left the Unity Pact were CONAMAQ and CIDOB. 
They withdrew as a result of the conflict between the MAS government and 
indigenous peoples in 2011 regarding the proposal to build a road through 
the Isiboro Sécure National Park (TIPNIS, located in the departments of Beni 
and Cochabamba), which is an indigenous territory belonging to the Mojeño, 
Yuracaré and Chimán peoples. The indigenous peoples denounced the viola- 
tion of the constitutional principles of prior consultation, free consent and 
autonomy on indigenous territory, as well as the negative social and environ- 
mental impacts of this mega-project. 

9 The main problem with the law promoted by the farmers’ unions was that 
it considered OECOM as the only legal type of organisation in the commu- 
nity economy and excluded OECAs, which had a more solid track record as 
economic organisations, though much less political weight than the farmers” 
unions. OECAs had to fight for the approval of Law 338, two years later (in 
2013). These laws are similar, but the new development in Law 338 was that 
it also took into consideration OECAs, which were not included in the ear- 
lier law—though they were still left in a secondary position by Law 338. In 
the process, the dispute between the two groups for the right to legitimately 
represent the community economy in dealings with the state became more pro- 
nounced (Wanderley et al. 2015). 
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Introduction 


This chapter presents the main models of social enterprise in Brazil; the 
analysis is based on previous empirical research and conceptual studies 
carried out by the authors over the last years. Its main empirical support is 
the database of the second National Mapping of the Solidarity Economy 
(Gaiger et al. 2014; Gaiger 2015), whose analysis will make it possible 
to establish a retrospective view of experiences in the solidarity economy 
in the country and identify its main current expressions. The analysis 
will also focus on other organisational forms that make up the social- 
enterprise field in Brazil, namely those related to the third sector and 
“social-impact enterprises”. The latter include non-profit organisations 
creating, managing and expanding mission-based and market-related 
economic activities to ensure their financial sustainability, as well as a 
new generation of for-profit enterprises created to fulfil a social mis- 
sion. In order to contextualise the typology, we will first examine some 
Brazilian historical aspects, such as the predominance of cooperativism 
since the early 20th century, the recent development of the popular and 
solidarity economy, and some new trends that have been emerging in the 
last years, like social-impact enterprises. This will explain why the term 
“social enterprise” is unusual in Brazil, both as a concept and as a legal 
form. It will be used in the next pages as a comprehensive ideal-typical 
concept, through adjustments to the EMES approach, with a view to 
using it for typological purposes. 

Throughout the chapter and in the closing comments, some topics 
will be highlighted and discussed in more detail, as they are particu- 
larly relevant in the Brazilian case and typical of a Southern context: the 
entrepreneurship of excluded people, who are often both members and 
beneficiaries of the initiatives (a fact that redefines the meaning of profit 
distribution as a way to accomplish the very social mission); the meaning 
and the role of the informal economy, in which quite a few experiences 
take place that are driven by the solidarity inherent in the family and 
community, giving room to a singular integration between the economic 
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principles of domesticity and reciprocity such as they were put forward 
by Karl Polanyi; and the strong political dimension of the initiatives, 
both at the internal level (through self-management) and at the external 
one (through active participation in community and society). Pointing 
out these aspects will help us understand that the economy is plural and 
larger than the market, and that it is not ineluctably “antisocial”. The 
primacy of social aims must be pursued as a matter of building an embed- 
ded economy.' 


1. Historical Roots of Brazilian Social Enterprises 


In Brazil, social-mission-driven economic practices have existed for a 
long time. Although the current initiatives might be perceived as a recent 
phenomenon, due to their expansion in the last decades, such percep- 
tion would be misleading. Indeed, we might consider that they have a 
long-running history, beginning with pre-Columbian indigenous forms 
of production and collective systems adopted by freed slaves. Since the 
late 19th century, in parallel to the increasing expansion of capitalism, 
associative and cooperative strategies have sought to ensure decent living 
conditions for large population groups and to prevent the principles of 
goods production, labour organisation and circulation of wealth from 
being governed only by the strict rationality of capital. It must be recog- 
nised, however, that this historical resistance, guided by bitterly defended 
values, has sometimes been unable to prevent deviations from its initial 
route and important concessions regarding its original principles. 

Having in mind the historical “tripod” of the social economy in 
Europe (associations, cooperatives and mutual-aid organisations), we 
should state from the outset that mutuals are rather unusual in the Bra- 
zilian context.? A few mutual-aid initiatives—such as collective funds 
pooled by workers—have been developed primarily by family farmers 
and urban labourers, but they are considered as part of the associative 
and cooperative sectors and do not constitute a specific mutual sector per 
se. In certain cases, these initiatives have persisted as indigenous forms of 
organising and enhancing communities. However, the services provided, 
particularly in health and education, have generally been incorporated 
into new institutional dynamics, primarily linked to private (mainly reli- 
gious) and public philanthropy. Moreover, they have eroded into pater- 
nalistic patterns and have contributed, through clientelism, to preserving 
the hegemony of the social and political elites. 

Associativism, in turn, has played a vital role in the country, especially 
for small family farmers, from the moment they started occupying agri- 
cultural areas, in the course of the 19th century. However, legally speak- 
ing, associations correspond to an extremely broad legal framework, 
which encompasses all the bodies bringing people together to carry out 
ordinary activities, provided they differ from more specific organisations 
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(churches, foundations and political parties) and they have non-lucrative 
purposes. Analogously to the third sector as a whole, associations are 
often defined in Brazil by what they are not (or cannot be) rather than by 
what would characterise and unify them (Fernandes 1994; Gaiger 2015). 

As such, associations have remained, throughout Brazilian history, 
devoid of individual personality and overall representation mechanisms, 
and have often been encouraged to function as a cog in the wheel for 
oligarchic domination. It is a sector with no encompassing social identity 
and no oversight bodies keeping statistical records (Gaiger 2015: 217). 
However, as shown by some studies (Pinto 2006), the associative act goes 
beyond the fight against the hegemonic strategies of the elites or a purely 
pragmatic spirit among the associated members. It shows a collective 
path in which identities and reciprocity practices are forged and may 
be revalued. In rural areas, for instance, associations in general fit into 
broader collective structures, which allows them to overcome the condi- 
tion of abandonment and isolation that is typical of micro and small 
popular organisations. In urban areas, especially in the last decades, asso- 
ciative organisations have been created to solve collective problems such 
as homelessness, abuse of women and children, the low level of employ- 
ability of low-income youth, etc. Several associations are part of the new 
types of social enterprises, as we will see in sections 3 and 4. 

There are many stories behind associations; one of them is popular 
associativism. Since the 1970s, in the context of the demographic flows 
that resulted in the current urban landscape, associations have been a 
popular instrument of organisation and struggle for the right to housing 
and for decent living conditions. Similarly, in rural areas, associations 
of small farmers have long supported collective enterprises in produc- 
tion, trading or service activities. As a rule, these initiatives have been 
restricted to their original purposes and areas of operation, preserving 
the associative culture. The role played by community organisations is 
a visible “pillar” of wider social mobilisations, such as the democratic 
struggles and electoral clashes that led to the renewal of political parties 
and a shift of governments along the right-left spectrum. Simultane- 
ously, associations functioned as the driver of local initiatives, giving 
them impulse and institutional backing. Community projects for gen- 
erating income and enhancing economic development, when benefit- 
ing from the support of associations, are often intertwined with the 
latter. The result is a hybrid form of organisation: social community 
activities that essentially pursue economic enterprise aims and which, as 
such, operate in a legal grey zone, insofar as they effectively distribute 
surpluses to their members. The most common compromise is to use 
the legal form of association, to avoid full informality and to postpone 
the formalisation of the enterprise, thereby foregoing the privileges 
and benefits conferred upon the lawful exercise of economic activities 
(Gaiger 2015). 
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Cooperativism was originally introduced in Brazil by European 
immigrants, in the late 19th century, as a way to overcome situations 
of poverty and destitution. In these early days, consumer cooperatives 
emerged—and so did credit and farming cooperatives—especially in the 
south of the country. Consumer cooperatives expanded in the 1950s and 
1960s. Subsequently, urban cooperativism showed signs of stagnation, 
due to a lack of public support that resulted in a number of barriers 
to its economic viability and survival, such as insufficiency of financial 
and technical assistance. In addition, as economic development has since 
favoured the expansion of capitalist corporations, it boosted the latter 
to offer services previously provided by cooperatives, such as credit and 
marketing support (Schneider and Lauschner 1979). 

In contrast, farming cooperatives were gradually encouraged, primar- 
ily by military governments, which sought to boost exports by means of 
improved agricultural yields. Since 1970, farming cooperativism has been 
prevailing in Brazil and it has strengthened the dominance of the con- 
servative elite, traditionally focused on the agribusiness export economy, 
and has served as a corporate alliance extremely sensitive to economic 
power. This explains the strong dependence of farming cooperativism on 
government policies and on the skills of its leaders to negotiate and deal 
with the state. 

This framework was supported by a policy of social control and state 
intervention that brought no significant change to cooperative workers 
in rural areas. On the contrary, the model spread distrust about coop- 
erativism amidst small farmers, who had in the prior decades valued 
this instrument of economic development and community strengthening. 
Meanwhile, the urban movement was given a new impetus, with the cre- 
ation of many worker cooperatives in the 1980s. At the height of the pro- 
liferation of these cooperatives, several studies indicated that they were 
utilised mainly to make working relations more flexible, to outsource 
services and to cut labour costs (Lima 2007). Nevertheless, new genu- 
ine cooperatives were also identified, such as recovered factories, which 
appeared as one of the first strands of the solidarity economy in Brazil. 

Today large cooperatives function similarly to private companies; 
they aim at profitability in the market and are engaged in professional 
and efficient management. At the other extreme, small cooperatives in 
urban peripheries, focused on the socio-economic inclusion and basic 
needs of poor populations, have an egalitarian nature, appreciate the 
fact of governing themselves collectively and identify themselves with the 
solidarity economy (Nunes 2001; Anjos 2012). Alongside these, there 
are also “false” cooperatives, which use the legal framework to exploit 
manpower at low cost and preserve the hierarchy as well as the social 
division between capital and labour in the enterprise (Leite and Georges 
2012; Gaiger and Anjos 2012). The Brazilian cooperative sector is thus 
heterogeneous with regard to the nature and scale of the organisations’ 
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activities, complexity and, more fundamentally, ideological principles 
(Gaiger 2015: 220). 

When cooperatives carry considerable weight, they face significant 
obstacles to maintain their own structure and role as an alternative to 
the prevailing forms of economic enterprise. Their predominant function 
over time has been that of strengthening the market economy, or they 
have served as an instrument to compensate for the social ills caused by 
economic development. In this contradictory context, a new generation 
of cooperatives appeared in the 1990s, constituted by labour coopera- 
tives, agricultural production cooperatives of the Landless Rural Work- 
ers’ Movement and recycling cooperatives. Most of the members of these 
cooperatives were motivated by the belief that, though imperfect, this 
format was the most comprehensive self-management model for worker- 
owned enterprises and constituted the basis of a system capable of cater- 
ing to their needs. The viability of these solidarity and self-managed 
cooperatives in the future will depend on their ability to create favour- 
able socio-economic environments. 

Before addressing more recent trends in Brazil that contribute to the 
present social-enterprise landscape, let us say a few words about the 
third-sector concept, which has been in the limelight since the 1990s (Fer- 
nandes 1994), to the extent that many civil organisations with different 
origins and models of management came to be framed into it. According 
to the canonical definition adopted in Brazil, such third-sector organisa- 
tions act on public interest topics and issues; are autonomous from the 
standpoint of their constitution, management and dissolution; and are 
non-profit-oriented. Combining morphological and institutional criteria 
with an interpretive approach of the fundamental principles incorporated 
in this definition, it is possible to distinguish four historical subsectors in 
the Brazilian third sector: (1) a broad range of charitable or associative 
entities, such as traditional philanthropic organisations, without direct 
connection with the recent phenomenon of the third sector; (2) a great 
number of non-governmental organisations, or NGOs, whose action 
is strongly guided by social transformation goals; (3) particularly since 
the end of the 1990s, a growing number of entrepreneurial associations 
developing non-profit business models that ensure their economic sus- 
tainability while fostering their social and/or environmental impact; and 
(4) business foundations and institutes guided by a social-responsibility 
focus. Their actions normally complement social policies, addressing 
issues included in what such organisations define as the “social aware- 
ness agenda”. 

The concepts of “social enterprise” and “third sector” correspond to 
non-identical sets of organisations, even though they overlap in some 
cases and present important similarities, especially as regards entrepre- 
neurial civil-society organisations (CSOs)*—the new legal denomination 
for entities that develop social projects with a public purpose. Most CSOs 
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are legally registered as associations or foundations, and include also 
many NGOs (the Portuguese acronym, ONG, is still very usual in Brazil). 

Moreover, there are pathways between the two sets of organisations: 
third-sector organisations are private-law entities that do not seek to 
generate pecuniary benefits for their members but aim to respond to col- 
lective demands. They choose a particular social mission and fulfil it, 
based on values of gratuity, respect of human rights, equity, etc. They 
usually create representative bodies through decentralised horizontal 
connections respecting the plurality and the singular vocations of each 
organisation. They thus share many characteristics with social enterprise. 
However, third-sector entities generally fail to comply with some defining 
features of social enterprise, not only because these entities usually do not 
belong to the associated members who work in the organisation (unlike 
what is the case in most solidarity enterprises), but also because they 
often do not develop an explicit economic activity. Besides, the demo- 
cratic character of their management is variable; it is often mitigated or 
relegated to formal procedures. In certain cases, their institutional and 
economic dependency on for-profit companies responsible for their crea- 
tion is obvious. 


2. The Popular and Solidarity Economy 


The solidarity economy, a concept born during the 1990s, gave new 
impetus and continuity to an extensive history featuring countless expe- 
riences of popular solidarity. The changing social landscape of Brazil in 
the last decades has amplified the factors favouring the development of 
solidarity-based economic initiatives, from those determined by the pre- 
carious conditions suffered by salaried workers to those born under cir- 
cumstances in which communities predominate and seek to protect their 
lifestyle and to shy away from the anti-social and deleterious logic of 
the prevailing economy. In addition to the more distant “predecessors” 
examined in the previous section, new social mobilisations made the soli- 
darity economy a public fact, which was actually preceded, at the height 
of the 1980s, by similar initiatives, generally linked to social programmes 
of civil entities—primarily NGOs or religious institutions such as Chris- 
tian churches. At the beginning, these initiatives were scattered and run 
in parallel, without connections among them. They spread across impov- 
erished rural areas and urban peripheries and foreshadowed the signifi- 
cant emergence of solidarity-economy organisations recorded from the 
1990s onwards. Although less well known than today’s solidarity enter- 
prises, they have been the seminal sources of these initiatives and, one can 
say, of a specific, relevant field of Brazilian social enterprise. Therefore, 
a retrospective of the solidarity economy should account, at least briefly, 
for the social processes of recent decades that gradually culminated in 
a new field of social practices, social innovation and new expectations. 
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As mentioned, the solidarity economy emerged in Brazil gradually, 
with a deep-rooted—even though not always continuous—history of 
solidarity-oriented values. The most prominent factors that influenced 
the solidarity economy within the macroeconomic scenario of the last 
quarter of the 20th century are the changes in the pattern of capitalist 
accumulation and their effects on work relationships, production chains 
and global reconfiguration of markets and geopolitics. Another factor 
that can account for the increasing number of initiatives observed over 
the last years (Gaiger et al. 2014) is the structural crisis that hit the Bra- 
zilian labour market and whose impacts were reinforced by the with- 
drawal of the state. Another important reason lies in the mobilisation 
of social movements, labour unions and citizen entities, unwavering in 
their commitment to establish and foster mutual-help and economic- 
cooperation practices (Gaiger 2015: 206). The solidarity economy essen- 
tially aspires to such ways of living and engages to either salvage them or 
work towards their creation. 

On an ideological level, the failure of socialist experiments challenged 
the intervention strategies of many left-wing activists, opening possibili- 
ties towards innovative social experiences and new patterns of analy- 
sis and of strategic formulation. The evolution of pioneering grassroots 
experiences of solidarity economy, confirming their viability and ability 
to benefit their members and social surroundings, awakened the sensitiv- 
ity of social actors and intellectuals and created a stimulating environ- 
ment in which entities and networks promoting the solidarity economy 
have grown and multiplied. 

Nowadays, the concept of solidarity economy evokes a wide range 
of economic organisations, representative bodies, and civil-society and 
state organisations. Since its inception, the social movement of solidar- 
ity economy has questioned official cooperativism. The legal frame of 
the cooperatives fails to provide adequate solutions for solidarity-econ- 
omy enterprises (Gaiger 2015: 218-219). That is why, since the 1990s, 
solidarity-economy enterprises have been searching for their institutional 
identity and a legal framework compatible with their specific characteris- 
tics. Gaiger sums up this point as follows: 


[Solidarity-economy] enterprises usually adopt one of the available 
institutional formats—basically an association or cooperative— 
precisely because they lack alternatives more suited to their goals and 
their sui generis dynamics. This is an uncomfortable stopgap solution 
they find to avoid informality. 

Gaiger (2015: 207) 


In its expansion, the solidarity economy has come to include different 
social categories and organisational arrangements, such as informal 
income-generation group units, farmer and consumer associations, local 


94 Ferrarini, Gaiger, Veronese and Filbo 


exchange systems, and cooperative indigenous farming communities, 
dedicated to producing goods or providing services such as commerciali- 
sation and credit. The solidarity economy currently comprises a mul- 
titude of social segments, agents and institutions. Solidarity enterprises 
are generally referred to as “solidarity economic enterprises”—hence the 
acronym SEE, which we will use hereafter. 

SEEs include cooperative banks, service and goods exchange initia- 
tives based on reciprocity, commercial networks and, above all, countless 
informal or formal associations of people who freely come together with 
the goal of developing economic activities, creating jobs and experiment- 
ing solidarity-based relations. The concept of solidarity economy usually 
refers to economic organisations aiming not only at financial gain for 
their members but also at benefits in terms of quality of life and citizen 
participation. They integrate economic and social dimensions, due to 
their sociocultural foundations and to their specific rationality, in which 
efficiency and welfare, productivity and participation are linked. They 
achieve their goals mainly through significant efforts that include the 
permanent engagement of the associated workers, users or consumers. 
Moreover, thanks to their social embeddedness, these initiatives also fulfil 
functions in the fields of health, education and environmental protection, 
among other areas (Gaiger 2016: 1-2). 

According to reference studies (Singer and Souza 2000; Gaiger 2004; 
Veronese 2008), the priority of solidarity in these ventures is evident in 
the members’ involvement in day-to-day management, the socialisation 
of productive resources and the adoption of principles of equity. When 
extended to the initiative’s surroundings, solidarity encourages broader 
reciprocity practices, where practical experience in managing common 
goods lends new value to the notions of justice and public interest. The 
collective action involved in solidarity-economy initiatives mobilises indi- 
viduals in the workplace, in class strategies and citizenship struggles, and 
in response to concerns over welfare, recognition and a meaningful life 
(Gaiger 2015). 

Like in other countries, several types of organisation in Brazil could 
theoretically be classified as social enterprises. In the particular context 
of the solidarity economy, most initiatives are created and maintained 
through the voluntary association of workers, consumers and users to 
meet their needs and pursue shared economic, social and cultural aspi- 
rations. In those organisations, it is often those belonging to the target 
populations (such as the unemployed, small-scale family farmers, waste 
pickers or artisans) who, of their own accord, decide to act collectively. 
Therefore, the presence of non-member participants tends to be minor, 
and the majority of members are usually workers, consumers or users, 
who are themselves responsible for overall and capital management, 
and their activity enables them to obtain earnings or save on household 
expenses (Gaiger 2016: 7). 
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The specific features of SEEs are: the emphasis these organisations put 
on their economic functions and activittes; their goal of achieving eco- 
nomic results and the legitimacy of profit redistribution amongst mem- 
bers, primarily in exchange for the work provided by these members; 
the need to distinguish the surplus produced and distributed collectively 
from the private generation and appropriation of profit; the fact that soli- 
darity enterprises are managed by the workers (or consumers, or users) 
themselves, who participate in their activities and are both members and 
holders of capital, thus implementing a model of self-management that 
goes beyond democratic governance. 

An important point to be mentioned is the importance of the informal 
economy within the popular and solidarity economy. In 2013, informal 
groups accounted for 30% of all enterprises surveyed by the second Bra- 
zilian National Mapping of the Solidarity Economy. Informality charac- 
terises the popular economy, which is a major “source” of the solidarity 
economy in Brazil, as well as more generally in Latin America and in 
Africa. The history of informality in Latin America is usually considered 
to span over the last five decades, during which populations migrated 
from rural areas to urban spaces at a rapidly growing rate. More often 
than not, the formal labour market in the cities proved incapable of 
absorbing the majority of people seeking work. Many people were thus 
left to their own devices and forced to subsist on temporary labour. This 
process has modified the urban landscape, giving rise to peripheral neigh- 
bourhoods and expanding the informal economy into a phenomenon of 
great magnitude (Véras de Oliveira et al. 2011). 

Over the years, however, the spread and persistence of informality led 
to the belief that it was also, in some way, a choice intentionally inserted 
into popular strategies of life, economic resistance and social mobilisa- 
tion. Informality was then reinterpreted as being part of the so-called 
popular economy, which had its own social logic of promoting commu- 
nity ties and reinforcing social cooperation. 


Coraggio (1999), for example, considers the popular economy to 
have a rationality of its own that is guided towards the formation 
of a collective labour fund, namely through individual and collec- 
tive strategies that are inseparable from the mesh of social relations 
in which small-scale economic agents act. The effectiveness of such 
strategies, then, is seen to depend on the relative freedom prompted 
by informality. 

Gaiger (2015: 213) 


The material and social assets that are typical of the informal economy 
should not be underestimated, but rather valued as means or tools of 
local effective social transformation. In other words, despite poverty, 
informal entrepreneurs may recognise themselves as being able to create 
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new situations and to contribute to local changes. Doing so, they lead 
SEEs to overcoming the instability and uncertainty affecting the informal 
economy, to the extent that the entrepreneurs attenuate their subordina- 
tion to the dictates of the prevailing economy and redistribute a portion 
of the surplus value to the workers. From the viewpoint of economic 
culture, we might state that such informal enterprises support the ration- 
alisation of solidarity since they stimulate intentional and everyday prac- 
tices of solidarity (Gaiger 2006, 2015). 

According to Defourny and Nyssens (2013: 12), the concept of social 
enterprise can encompass informal organisations: “When examining 
areas connecting formal and informal organisations, it is possible to 
observe trajectories of pioneering social enterprises that informally invent 
new responses to social demands”. Their evolution may involve some 
types of tension, such as those resulting “from difficulties in combin- 
ing early informal involvement of various stakeholders and subsequent 
strictly defined decision-making processes”. This leads these authors to 
the conclusion that the 


area between informal and formal organisations could also be of 
interest with a view to analysing the heuristic power of the concept of 
social enterprises to grasp socio-economic logics of collective initia- 
tives embedded in the informal sector, in developing countries. In the 
latter, indeed, large sections of the population, living on the margin 
of the formal economy, are involved in various types of economic 
practices based on self-help principles and aiming to generate income 
or to improve their living conditions. 

Defourny and Nyssens (2013: 12) 


3. Social-Impact Enterprises 


During the first decade of this century, a new complementary chap- 
ter began to take shape in Brazil’s social field. Organisations of different 
types but with a converging modus operandi became more organised, 
evolving into a subsector that would become known as the “social- 
impact-enterprise” field. These organisations are mainly characterised by 
the fact that they establish “impact models”, inspired by market-based 
strategies and activities, to further their social and/or environmental 
impact. Three main developments explain the emergence of this field. 
First, many of the Brazilian third-sector organisations started adopt- 
ing market strategies and adapting them to their activities, especially 
in the early 2000s (Naigeborin 2013), in some cases even creating new 
“impact models”, focusing on fostering their social impact while improv- 
ing their economic sustainability. Many of these “impact models” are 
based on revenue generated by the provision of market-based products 
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and services not only to individuals, but also to public institutions and 
especially for-profit companies. 

Secondly, the traditional for-profit sector has gradually increased 
its investments in socially oriented projects, focusing in particular 
on improving the quality of social-responsibility actions, and in some 
cases exploring more recent trends such as the “base-of-the-pyramid” 
approach (Prahalad and Hart 2002; Cafieque and Hart 2015), shared- 
value strategies (Porter and Kramer 2011) and collective-impact initia- 
tives (Kania and Kramer 2011). This tendency became stronger during 
the 1990s, when for-profit companies, corporate foundations and cor- 
porate institutes started to come together to explore, understand, orien- 
tate and improve their social impact and investments (Naigeborin 2013). 
Consequently, some socially orientated joint projects and programmes 
started being developed and co-created by entrepreneurial associations 
and for-profit companies; commercial transactions between them also 
increased. 

Thirdly, new organisations, using the legal framework of for-profit 
companies but entirely oriented towards creating social and/or environ- 
mental impact, started emerging during the first half of the 2000s. This 
movement was strongly influenced by new young social entrepreneurs 
willing to solve societal problems and challenges using new business 
models, technologies and concepts, such as the collaborative, creative 
and shared economy. Interestingly, the for-profit legal framework in Bra- 
zil offers several advantages when compared to that of associations, such 
as easiness of incorporation, fewer formal obligations and lower taxation 
regimes over some economic activities, tax-free dividends, open access to 
all the traditional start-up ecosystem and eligibility to apply for social- 
impact investments. 

These three main trends, influencing each other, shaped the emer- 
gence of the social-impact-enterprise field in Brazil. Since the mid-2000s, 
this terminology has been gradually adopted by several stakeholders 
from and linked to the social sector and the academic sphere, favour- 
ing the strengthening of the field in itself. Nowadays, the social-impact- 
enterprise field in Brazil can be described by the combination of two main 
elements: 


° On the one hand, the field is made up of organisations whose pur- 
pose is to generate a social and/or environmental impact and which 
explore an economic activity generating financial resources to guar- 
antee their sustainability and the expansion of their impact. These 
initiatives develop specific “impact models” that allow them to cre- 
ate a social impact in their particular and unique way. 

° On the other hand, social-impact enterprises are a set of organisa- 
tions that are conceptually located between CSOs and for-profit com- 
panies. At the CSO end of the continuum, there are entrepreneurial 
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associations developing innovative market-based activities, products, 
services and projects aimed at funding and improving their social 
impact. They are normally recognised in Brazil as third-sector organ- 
isations but they are also gradually being classified as social-impact 
enterprises. At the other end of the continuum, where we find the 
typical capitalist for-profit enterprises, there are for-profit companies 
that aim to run a business capable of sharing value to multiple stake- 
holders, and have a social impact attached to their main activity, like 
certified B Corps. 


Being located between the two poles of this continuum, social-impact 
enterprises can be legally constituted as for-profit companies, but entirely 
focused on solving a social problem directly through their main eco- 
nomic activities; they can also be legally constituted as associations, and 
some cooperatives and even some foundations are increasingly being 
considered as being part of this field. As there is no legal definition of 
social-impact enterprises in the country, there are still important vari- 
ations, depending on the actor defining the concept. As a result, with 
the exception of the consensus about the social purpose and the eco- 
nomic activity, other defining characteristics, such as those about gov- 
ernance, the nature of founding members and the scope/kind of impact 
are still borderline criteria and generate many “grey” areas in terms of 
definition. The “core” of the field of social-impact enterprise is, how- 
ever, becoming gradually stronger. To illustrate this tendency, the case 
of the social-investment field is very enlightening. Since the early 2010s, 
the social sector in Brazil has witnessed the creation of many social- 
investment funds (such as Vox Capital, Sitawi, Bemtevi, MOV, Yunus) 
targeting social-impact enterprises legally constituted as for-profits, and 
owning part of the organisations’ shares during the investment period. 
Recently, however, some of these funds have been considering—and even 
creating—new investment strategies (e.g. loan-based strategies) so that 
they can invest in some entrepreneurial associations that are considered 
as “social-impact enterprises”. 

In Brazil, as in many other parts of the world, there are different con- 
cepts and definitions used to explain the social-enterprise phenomenon. 
In particular, despite the apparent current tendency towards a consensus 
about the “social-impact enterprise” definition, other concepts, such as 
“inclusive business” and “social business”, are also being promoted by 
specific actors in the social field. 

In order to better understand the relationship between those con- 
cepts, it is paramount to explore the framework presented by Comini 
et al. (2012). Based on the works of Defourny and Nyssens (2010), 
these authors affirm that “[unlike what is the case in] Europe, where the 
term social enterprise prevails, and [in] the USA, where the term social 
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business is normally applied to BoP-connected strategies, in emerging 
countries, the term inclusive business appears more strongly” (Comini 
et al. 2012: 390). 

First, as explained earlier, the term “social enterprise” is unusual in 
Brazil. Secondly, the term “social business” has been adopted, used and 
promoted in the country by the Yunus initiative to refer to a specific 
subset of social-impact enterprises that fulfil the seven principles of social 
business such as they are defined by Yunus (Yunus Centre 2017). Thirdly, 
the term “inclusive business”, adopted by the United Nations Develop- 
ment Program (UNDP), refers to organisations that are legally structured 
as for-profit companies with “a strong concern for poverty reduction ini- 
tiatives, which must have a positive, effective and especially long-term 
social impact” (Comini et al. 2012: 390). A UNDP report also considers 
as inclusive business some “activities of inclusive business” that are pro- 
jects including the base of the pyramid into the core business of for-profit 
companies (PNUD 2015). This subset would however be excluded from 
the “social-impact enterprise” field as social impact is not the main pur- 
pose of their business. 

Another important clarification regarding the social-impact enter- 
prise definition concerns the relation of this concept with the solidarity- 
enterprise field. In some cases, small social enterprises are created and 
owned by the beneficiaries; this is for example the case of cooperatives 
or associations with strong elements of self-management, whose success 
is expected to transform the standards of living of the population they 
serve and to insure their economic sustainability. Their purpose is then 
primarily mutual, because they aim to improve the quality of life of the 
members, who are usually from low-income social categories. There is 
then a clear intersection between the field of solidarity enterprises and 
that of social-impact enterprises, the former bringing to the latter the 
participatory governance principle, besides the social purpose and the 
explicit economic activity. Those two concepts thus share similarities and 
are complementary to understand the social-enterprise field in Brazil. 

It is clear that many different concepts and definitions are being 
explored and used in Brazil to refer to the recent developments linked 
to the social-enterprise field. Each actor of the social-enterprise ecosys- 
tem establishes and promotes the definition that better suits its objectives 
and activities. Such behaviour is understandable, considering the relative 
conceptual ambiguity and newness of the social-enterprise phenomenon. 
There are, however, convergences between those various approaches, and 
the “social-impact enterprise” definition emerged as a collective construc- 
tion able to encompass this diversity. Similarly, the “social enterprise” 
notion may conceptually work as an encompassing concept, allowing 
to bring together the different Brazilian “social-enterprise-related” tradi- 
tions, as will be discussed further in the next section. 
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4. The Main Models of Social Enterprise 


Each organisation in Brazil that is considered as a social enterprise, inde- 
pendently of its historical roots, aims to deliver social benefits or to gen- 
erate a positive environmental impact for a specific target public or for 
society as a whole. And all of them develop and function according to 
specific patterns that allow them to produce the intended effects. The 
analysis of these different patterns reveals that there is one unequivocal 
particularity that defines two major fields of social enterprise in the Bra- 
zilian context: the relation between the promoters and the beneficiaries 
of the organisation. 

In some cases, the organisation is owned and controlled by its associ- 
ated members, be they workers, consumers or users, who manage the 
organisation so as to generate benefits for themselves and sometimes 
for a broader public. Most of the employees are members and conse- 
quently have both a share in the profits generated and a voice in the 
governance of the enterprise. The democratisation of ownership and 
the cooperation among worker-owners, sustaining models in which 
the worker-owned or self-managed enterprise becomes the dominant 
economic unit, materialise an ideological and strategic element. The 
protagonists are at the same time promoters and beneficiaries. Consid- 
ering that the protagonists in general are poor or excluded people, the 
social mission and the economic mission merge. This pattern is typical 
of solidarity-economy enterprises, but it is also a common trait amongst 
associations and cooperatives. It can be considered as a cooperative and 
self-managed pattern. 

In other cases, beneficiaries are mainly a “target public”, while the 
providers are professionals or volunteers working in the organisation in 
order to supply products and services. This pattern is typically found in 
third-sector organisations driven by altruistic purposes and addressing 
social missions related to social services, environmental protection and 
other causes. The same basic pattern can also be found amongst social- 
impact enterprises, albeit with some innovations in the overall approach 
and in the role assigned to beneficiaries. Sometimes, the beneficiary 
becomes a sort of client, normally paying a subsidised fee for a service 
s/he would not be able to obtain otherwise. Sometimes, there is a triangu- 
lation between at least one category of beneficiaries and other stakehold- 
ers who receive some recompense and are in charge of covering, totally or 
partially, the costs of the benefits offered to the original target public. As 
mentioned above, in some cases, small enterprises are created and owned 
by the beneficiaries; they are thus self-managed organisations that aim 
to improve their owner-beneficiaries’ standards of living through market 
strategies. Both third-sector organisations and social-impact enterprises 
develop a social-oriented and market-based pattern. 
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Each pattern encompasses a few models of Brazilian social enterprise. 
The first pattern mainly includes the solidarity-economy organisations, 
but also the cooperative sector as a whole and countless associations 
spread throughout the country; it is impelled by very active social move- 
ments, such as the Landless Rural Workers’ Movement. The second pat- 
tern refers to third-sector entities and to social-impact enterprises. Models 
corresponding to this pattern combine different sources of resources 
(high level of economic “plurality”) and often have a high level of explicit 
social commitment, including the traditional non-distribution constraint. 
Some organisations belonging to the second pattern, such as charities and 
foundations (to which we referred in a previous section), are more likely 
to include “defective” initiatives that would not fit completely into the 
concept of social enterprise. Regarding NGOs (or CSOs, under the cur- 
rent nomenclature), although they are not, properly speaking, economic 
organisations, they can manage economic activities involving their ben- 
eficiaries and distribute profits to the latter and to the organisation, under 
different modalities. 


4.1. Models Under the Cooperative and Self-Managed Pattern 


SEEs Providing Services and Enhancing 
Community Development 


SEEs providing services and enhancing community development are 
basically rural associations, and the most important groups among their 
members are family farmers and social policies beneficiaries, followed by 
traditional peoples and communities. These initiatives’ collective activi- 
ties aim to provide goods, services and benefits (such as domestic con- 
sumption items or sociocultural and educational services) contributing 
towards the well-being of their members, or to foster local associative 
and community development. 

This model corresponds to historical forms of local solidarity, which 
witnessed significant waves of cooperation previous to the dramatic 
expansion of the solidarity economy in the 1990s. These initiatives seem 
to be less frequent nowadays, but research findings (Gaiger 1996) indi- 
cate that they generate other experiences, including new types of SEEs. 
As they are mostly located away from urban centres and are somehow 
“distant” from organised civil society, they take relatively little part in 
social mobilisations directly connected to the solidarity economy and, for 
this reason, they are not very present in debates and in intervention struc- 
tures in the public setting. At the same time, the cooperative sector, led 
by the Brazilian Cooperative Organization (OCB), has promoted many 
similar initiatives since the 1950s in the consumption, educational, hous- 
ing, infrastructure and health services fields. Another important source 
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of initiatives over the past three decades has been the Landless Rural 
Workers’ Movement. 


SEEs Supporting Their Members’ Productive Activities 


The main collective purpose of SEEs supporting the productive activi- 
ties of their members is to provide services, resources or benefits for the 
individual or family economic activities of their members, in areas such 
as product exchange, trade and collective use of equipment or produc- 
tive infrastructure. With the exception of initiatives dedicated to trade 
and products exchange, which are mostly urban, this model presents a 
predominance of SEEs located in rural areas, and it is characterised by a 
relatively high concentration of old initiatives, which have been in opera- 
tion for ten to twenty years and are mostly registered under the legal 
form of association. In addition to the predominance of family farmers 
in rural SEEs belonging to this model, a proportionally high presence of 
recyclable waste collectors and of craftsmen is noticed in urban initiatives 
of this type. 

This model illustrates the fact that the solidarity economy works as 
a means to leverage and strengthen the productive activities of different 
categories of low-income workers through their free association and col- 
lective participation in self-managed enterprises. In addition to the Land- 
less Rural Workers’ Movement and the National Union of Cooperatives 
of Family Agriculture and Solidarity Economy, which bring together 
thousands of cooperatives and associations of family farmers, agricul- 
tural cooperatives belonging to this model are numerous to the point of 
being the main branch of the aforementioned OCB system.? 


SEEs Providing Work and Generating Income 
for Their Members 


The main collective activity of SEEs providing work and generating 
income for their members is the production of goods, trade or service 
provision; depending on the SEE, such activity can represent the most 
important source of income for the members, or only a secondary source 
of income. The activities are developed, at least partially, based on the 
socialisation of the means of production and the collectivisation of work, 
be it in execution or in management tasks. The main motivation for the 
setting up of these initiatives, mostly located in urban areas, is the search 
for alternative solutions to fight unemployment, but also the will to cre- 
ate economic organisations in which the workers are the business’ own- 
ers, without depending on bosses or third parties. 

Globally speaking, this is the model in which cooperatives stand out, 
as a legal form of reference as well as in terms of numbers. This model 
is frequently considered as an ideal example in the solidarity economy, 
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since it meets, in theory, all the requirements of an alternative production 
conducted by the workers through self-management and partial or full 
socialisation of the means of production. However, many of these enter- 
prises are small, informal, low-yielding and do not represent a decisive 
economic activity for their members, even if they may play an important 
role as experiences of social participation that foster the formation of 
new actors (Ferrarini and Veronese 2010). 


SEEs Providing Social Integration Based on Work 
and Sociocultural Activities 


The main purpose of SEEs providing social integration based on work 
and sociocultural activities is to promote the social integration of individ- 
uals in particular situations of risk or vulnerability through psychosocial 
and professional rehabilitation measures, based on human development 
processes, resocialisation dynamics, and occupational and training activ- 
ities. In addition to social cooperatives, whose formalisation in Brazil 
was inspired by the Italian model, there are many associations providing 
social assistance, community philanthropic institutions, various organi- 
sations in traditional communities, and entities linked to the third sector. 
The motivations behind these initiatives can be social, philanthropic and/ 
or religious. 

Initiatives close to the solidarity economy put an emphasis on the right 
to health and work as a way to achieve social justice and to strengthen 
citizenship. The economic activity carried out by the beneficiaries is basi- 
cally a methodological resource to achieve their resocialisation and social 
integration, although it may also be a complementary source of income 
and, potentially, of future financial autonomy. In this model, there is a 
greater presence of specialised professionals, volunteers and other part- 
ners, which entails a social and functional distinction between managers 
and beneficiaries, with different forms and levels of participation. Links 
with government policies, public agencies and private entities are also 
typical in this model. However, there is also an active involvement of the 
beneficiaries in participatory bodies, such as networks and councils, as 
well as in specific social struggles related to mental health, ethnic or gen- 
der issues, children and elderly people. Social cooperatives—the flagship 
of this model—are legally obliged to implement democratic management 
through collective decision-making, and to insure equal distribution of 
benefits to all members. 


SEEs Providing Financial Services 


The main activity of SEEs providing financial services is to provide finan- 
cial goods and services (such as credit, savings and transfers of bene- 
fits from government programmes) to their associated members, other 
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participants and citizens. They have been created over the last two decades 
and work mostly in rural areas, serving mainly family farmers. Although, 
in this model, cooperatives prevail, within the solidarity economy, these 
coexist with other forms of organisation, such as community banks and 
solidarity funds. The originality of the solidarity economy is to promote 
financial organisations of various types, stimulating popular initiatives 
and keeping the SEEs close to current dynamics and local needs. In addi- 
tion, such organisations function as interaction devices that agglutinate 
interests, which positively affects other initiatives based on community 
ties or class solidarities. 

In the solidarity economy, there is a predominance of credit coopera- 
tives, such as those belonging to the National Association of Credit Coop- 
eratives for the Family and Solidarity Economy (Associação Nacional 
do Cooperativismo de Crédito da Economia Familiar e Solidária, 
or ANCOSOL) and to the System of Rural Credit Cooperatives with 
Solidarity Interaction (Sistema de Cooperativa de Crédito Rural com 
Interação Solidária, or Cresol Central), which gather hundreds of coop- 
eratives, in addition to the credit branch of the OCB system. Due to 
the legislation and control mechanisms regulating financial companies in 
Brazil, credit cooperatives have considerable institutional and functional 
homogeneity. This situation produces an effect of isonomy in relation 
to private-market institutions, stimulating competitive strategies and 
leaving sometimes in a secondary plane the democratic and participative 
spirit of cooperatives. 


4.2 Models Under the Social-Oriented 
and Market-Based Pattern 


Third-Sector Organisations Providing Social Services 


The model of third-sector organisations providing social services refers 
to the provision of care and promotion of social integration for people 
with disabilities, children, elderly people, etc. Such services are targeted 
mainly—but not exclusively—at populations in situation of poverty or 
social vulnerability. Most of the services offered are related to health 
and social assistance; education and training are also important areas. 
Services in the cultural area are expanding because of the growing impor- 
tance of this field in society (especially among young people—a signifi- 
cant share of the public of these TSOs) and due to the emergence of the 
concept of “creative economy” in Brazil, which has generated public and 
private financing lines for these activities. Many organisations have also 
focused on advocacy lately: facing high social inequality and many kinds 
of discrimination, they incorporate in particular the defence and protec- 
tion of the rights of minorities among the services they offer, in order to 
be more effective in their social mission. 
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Heterogeneity is very high among organisations belonging to this 
model, which includes both initiatives corresponding to traditional con- 
ceptions, inherited from the church, and other, more professionalised 
approaches. Especially since the Constitution of 1988 was adopted and 
new conceptions of social assistance as a right were introduced in the 
1990s, these organisations have had to meet technical criteria in order to 
receive state funding. Finally, we should mention the recent emergence of 
new organisations, more business- and management-oriented, but totally 
focused on their social purposes. 


Third-Sector Organisations Protecting the Environment 


This model is focused on environmental protection, which often stimu- 
lates social mobilisations. In general, these organisations understand 
sustainability in a multidimensional way. Therefore, in some cases, the 
protection of the traditional communities and the preservation of their 
knowledge and values are parts of the organisation’s mission. In others 
cases, processes aiming to help or empower people, mainly through edu- 
cational actions, are regarded as a means to achieve the organisation’s 
main purpose. Considering that environmental protection is a relatively 
new subject in the social agenda, these organisations usually incorpo- 
rate new management forms and demonstrate a high willingness to con- 
nect with other public, private and multilateral organisations. There 
is a strong tendency, among organisations in this group, to becoming 
involved in international networks and events, which can be explained by 
the understanding that “the environment knows no borders”. 


Financial and Advisory Third-Sector Organisations 


The main activity of financial and advisory third-sector organisations is 
to provide financial goods and services but, unlike organisations belong- 
ing to the SSE that provide financial services, these organisations are not 
specifically geared towards rural areas. They also offer technical or mate- 
rial support to social projects and programmes. They can be considered 
as making up a new kind of organisation, since they usually hire private 
organisations when they need advisory services in different areas, such as 
legal issues, management, financial questions, marketing and technology. 


Social-Impact Enterprises Providing Access to Goods 
and Services 


Among social-impact enterprises, the ones that provide access to goods 
and services represent the most common type. They enable people to 
get access to a good or a service, such as education, language courses, 
accessibility tools (e.g. accessible software for blind people) and health 
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care. This model is closely related to that of “third-sector organisations 
providing social services”; their main difference concerns the legal form 
in which the organisations are respectively constituted: in the case of the 
latter, as non-profit associations; in the case of the “social-impact enter- 
prises providing access to goods and services”, as for-profit companies 
entirely focused on solving a social or environmental problem. 


Social-Impact Enterprises Providing Support 
and Empowerment 


Social-impact enterprises in this group provide support and empower- 
ment, usually to a specific group of beneficiaries, such as immigrants and 
refugees, low-income people or patients suffering from a specific disease. 
The delivery of services occurs in two ways. The first one corresponds to 
the situation in which the beneficiaries become a special kind of client, 
normally paying a subsidised fee for a service they would not be able to 
obtain otherwise. The second way in which the services are delivered is 
based on a triangulation between the provider, at least one category of 
beneficiary, and another stakeholder who covers, totally or partially, the 
costs of the service provided to the beneficiary. This second way of ser- 
vice delivery is also used by entrepreneurial associations providing social 
services and constitutes a bridge between these evolving models. 


Social-Impact Enterprises Providing Mediation 
for Conflict Resolution 


Social-impact enterprises belonging to this model focus on the delivery 
of mediation services for conflict resolution, based on a particular model 
that has proven its usefulness in solving complex and hitherto unresolved 
situations. One example is “Terranova”, an enterprise that has created an 
innovative mediation process to peaceably resolve land conflicts between 
landowners and squatters: the landowners are compensated for their 
property losses, while the squatters acquire formal property titles for 
the land they live on. Another case is “Renascer”, which deals with the 
relationship between companies managing new infrastructure projects 
passing through pre-existing communities, advocating and negotiating 
interests from both sides. 


Conclusion 


Brazil is one of the most unequal countries on the planet; it is also a 
huge country, characterised by an immense diversity, originated from the 
miscegenation of indigenous, African and European ethnicities, among 
others. The diversity of social, economic and political conditions explains 
the multiplicity of conceptions and organisational formats encountered 
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among civil-society initiatives. In the construction of a worldwide typol- 
ogy of social enterprise, Brazil may contribute both knowledge on initia- 
tives that correspond to “mainstream” models identified in the North 
and analysis of innovative elements. 

To better understand the complexity of this social landscape, we 
should remember from the outset that, in 1940, only about one third 
of Brazilians lived in urban locations. Around 2003, that number had 
nearly tripled: over 80% of Brazilians were urban dwellers. Among 
other factors, such a rapid growth of urbanisation has undoubtedly con- 
tributed to the poor quality of life in modern urban Brazil, and to the 
weaknesses of the public sphere in the country (Nettuno 2011). But this 
trend towards urbanisation has also had more positive effects: it has been 
strongly linked to the emergence and development of social movements 
and solidarity enterprises, both in rural and urban contexts. It is impor- 
tant to reflect on the plural configuration of these grassroots Initiatives, 
considering the different social actors in focus, trying to take into account 
their cultural diversity as well as their multiple origins and the challenges 
they are currently facing. For this purpose, in this final section, we will 
focus on solidarity-economy organisations, having in mind some of their 
specificities in the country. 

As a first point, according to the second Brazilian Mapping of the Soli- 
darity Economy, completed in 2013, about 30% of solidarity enterprises 
are informal groups. They are not regulated by any legal provisions, but 
by their own internal norms. In such circumstances, there are no estab- 
lished or widely accepted criteria for the purpose of distinguishing and 
classifying the initiatives. Broadly speaking, there is a wide range of initi- 
atives still in search of institutional identity and a consistent legal frame- 
work, and which do not fit in the traditional cooperative or third-sector 
fields. The creation of an adequate legal framework for the solidarity 
economy has been at the centre of the agenda of the solidarity-economy 
social movement for at least a decade. Despite controversies on this sub- 
ject, such legal evolution would undoubtedly remove obstacles to insti- 
tutional innovation in Brazil, particularly with a view to designing and 
implementing a more inclusive public agenda, open to the diversity of 
solidarity enterprises. 

Some progress has been made in some sectors, such as that of labour 
cooperatives, but obstacles and difficulties persist, and the adoption of a 
specific national law has been postponed several times. In addition to dis- 
putes among social actors involved in the solidarity economy, there is a 
strong opposition from the traditional cooperative sector, whose institu- 
tionalisation occurred during the military dictatorship (1964-1985), and 
which benefits from unique representation and economic advantages. As 
far as the rural sector is concerned, the development of conventional Bra- 
zilian agribusiness, led by large producers and landowners, promoted a 
potentially predatory economic model. Its rise is achieved through the 
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destruction of traditional communities and the appropriation of work 
and nature by capital (Christoffoli et al. 2013). 

Regarding small farmer collective enterprises, a more adequate leg- 
islation, providing for different production and marketing models and 
legitimating and facilitating the diversity of formats would be desirable. 
The current legal model dates back to 1971; it is enshrined in the national 
law on cooperatives, enacted during the military dictatorship. This model 
aimed at benefiting the project of “conservative modernisation” of Bra- 
zilian agriculture. The cooperativism that emerged from there has not 
incorporated popular or solidarity experiences, leaving aside small fam- 
ily farmers (peasants), forest extractives communities, river dwellers and 
other social groups, without any possibility of creating cooperatives to 
solve their problems. Popular sectors then created the National Union 
of Cooperatives for Family Agriculture and Solidarity Economy (Unido 
Nacional das Cooperativas da Agricultura Familiar e Economia Solidária, 
or UNICAFES), that aims to bring together new associative experiences 
of popular economy and family farmers that have been created without 
support from traditional cooperativism (Alves 2014). 

A second point concerns the Brazilian civil society in which, referring 
in particular to social entrepreneurship, we have to take into considera- 
tion the weight of grassroots organisations and of popular protagonists.‘ 
As Santos highlights, for the last 30 years, the most progressive strug- 
gles have featured subaltern social groups: indigenous people, peasants, 
women, Afro-descendants, miners and unemployed people. These groups 
often organised themselves in ways differing from those of political par- 
ties and unions (Santos 2012: 46). In these civil-society experiences, 
solidarity-economy entrepreneurs move into a deeper level of participa- 
tory citizenship, becoming actors of social changes. In terms of politi- 
cal rights, the solidarity ties that emerge from participation in solidarity 
enterprises support collective action and the strengthening of citizenship. 
Some initiatives are provisional and precarious, whereas other experi- 
ences achieve consolidation, successes and possibilities for expansion. It 
should be pointed out that the experiences and networks grow within a 
field of social regulation and are carried out by the actors in the space 
located between the unregulated, free market, on the one hand, and state 
planning, on the other hand (Vinha 2003). 

That being said, this chapter leads to the general—and crucial— 
conclusion that, although the concept of social enterprise is not usual in 
Brazil, it is possible to consider Brazilian organisations through the lens 
of the social-enterprise concept and to employ the EMES ideal type of 
social enterprise as a methodological tool. 

On the one hand, some social enterprises in Brazil are similar to those 
typical of the North, with a high degree of institutionalisation and 
formalisation. They can be analysed and understood using the theo- 
retical approaches—mainly North American and European—that have 
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traditionally been called upon in this scientific field. Some of the Brazilian 
“new social-mission-based enterprises” fit well into the American main- 
stream approach according to which a social objective can be achieved 
by non-profit companies through market strategies and resources (Austin 
et al. 2006), or even by for-profit enterprises (Dees 1998; Salamon and 
Young 2002). For the latter, profit-making is desirable for the fulfilment 
of the mission, without necessary links with the type of economic activity 
or with the governance structure. Other Brazilian initiatives developing 
entrepreneurial activities while pursuing social missions (associations, 
mutual and cooperatives) are more in line with the European mainstream 
approach embedded in the tradition of the social and solidarity economy, 
which places limits on the distribution of economic benefits to the part- 
ners and emphasises democratic governance, as well as the relevance of 
partnership with public policies, with some degree of interaction with the 
institutional environment. 

On the other hand, there is a heterogeneous set of initiatives with char- 
acteristics that are typical of Brazil in particular and of Latin American 
countries in general, and which tend to remain invisible or undervalued in 
light of canonical conceptions of Schumpeterian entrepreneurship and of 
the market economy. Such initiatives have acquired legitimacy under the 
theoretical and conceptual umbrella of the solidarity economy and they 
brought novelty into the “mainstream” field of social enterprise. Solidar- 
ity enterprises can present and articulate rationalities from indigenous 
and African worldviews (such as those of quilombolas and traditional 
communities of fishermen) to cultural and economic patterns assimilated 
by peripheral capitalist societies. These initiatives are taken by excluded 
people through associative entrepreneurship, with scarce material and 
immaterial resources (Gaiger and Corréa 2010; Ferrarini and Veronese 
2010). Their gains are not restricted to the economic dimension (or cannot 
be grasped in the light of formalist economic references), since the provi- 
sion of subsistence is inseparable from the virtuous, extra-economic and 
systemic effects of cooperation. As a rule, the initiatives are self-managed 
and the ownership of capital is collective. There is a clear predominance 
of the economic principle of domesticity (Polanyi 1977), reinforced by a 
great presence of women. In addition, for the reasons already explained 
above, there is a high degree of informality among solidarity enterprises, 
and supporting public policies are clearly insufficient. As a consequence, 
solidarity enterprises should be understood as potentially innovative 
instituting practices, aiming at building emancipatory alternatives. 

As regards empirical analysis, preliminary data and previous theoreti- 
cal reflections (Gaiger 2015; Laville et al. 2016) allow us to state that sol- 
idarity enterprises could be conceptualised as social enterprises through 
an adaptation of some indicators of the EMES definition. 

With respect to the economic dimension, the valuation of work is the 
common element that most strongly stands out in solidarity enterprises. 
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However, other key elements should be added to better characterise soli- 
darity enterprises under the EMES model, such as: the emphasis on the 
plurality of economic principles, with renewed attention to the domes- 
ticity principle and the simultaneously conservative and emancipatory 
sense that this principle acquires, particularly in patriarchal societies 
(Hillenkamp 2013); the consistency of economic, social and environmen- 
tal commitment; and finally, the recognition of the members’ need for 
remuneration, as part of the social mission. 

In light of this last argument, it seems obvious that simply limiting the 
distribution of profits among members would not make sense: explicit 
goals of benefiting the community are not contradictory with the aim of 
providing work and income for the members of the solidarity enterprise. 
Moreover, the search for means of subsistence in solidarity enterprises 
is carried out in a perspective of social transformation, of promoting a 
counter-hegemonic movement based on solidarity alternatives in terms 
of life and production. In a context in which formal equality is not mate- 
rialised in the daily life of these groups, it should be emphasised that 
self-management and cooperation provide an experience of substantive 
equality, an exercise of rights and of access to basic services. 

As for the political dimension, the participatory nature of the solidar- 
ity economy is promoted mainly by self-management in the enterprises. 
A key element that solidarity enterprise can add to the social-enterprise 
approach concerns the fact that the economic and social activities are 
driven by a political project of society, under principles of solidarity 
and sustainability. This is expressed: (1) within the enterprise, by the 
prevailing collective spirit and by the reluctance to consider the enter- 
prise as a private organisation in the strict sense; (2) in society, as the 
solidarity economy is a social movement that works through democratic 
deliberation instances; and (3) in the workers’ permanent pursuit of co- 
constructed democratic public policies. Addressing social problems leads 
to projective views of a more inclusive and fair society and to a commit- 
ment to social transformations.’ 

Last but not least, a particularity of the Brazilian case lies in the fact 
that the epistemological dimension—understood as the diversity of 
modes of knowledge, human life and social relations generated by and 
embedded in different cultural traditions (Santos 2012; Solomon 1994)— 
may contribute to a broad and multicultural theoretical analysis of social 
enterprises through the challenging North-South dialogue carried out 
within the frame of the ICSEM Project. 


Notes 


1 See also Gaiger et al. (2015). 

2 And unlike what is the case in Europe, the term social economy is alien to 
Brazilian institutions, social actors and academic environments, with a few 
exceptions (Dowbor and Kilsztajn 2001). Even one of the rare conceptual 
elaborations in this regard (Serva and Andion 2004, 2006) acknowledges that 
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the term is unusual in the country, despite the fact that organisations operat- 
ing on the border between the economic and social spheres constitute a vivid 
phenomenon, increasingly noticeable both from the theoretical and practical 
standpoints. 

3 See chapter 1, on Argentina, for information on the same type of experience in 
this country. 

4 The name CSO was originally adopted by the Inter-American Development 
Bank, in the early 1990s (Naigeborin 2013). 

5 Many cooperatives are run by agricultural companies linked to agribusiness, 
with salaried labour. In this case, they function as a lucrative instrument of 
accumulation of capital by private companies and can only be identified to 
some limited extent—or even not at all—as social enterprises. 

6 Emblematic examples include the Landless Rural Workers’ Movement, fam- 
ily farmers’ new associative organisations, recycling initiatives and urban 
social movements fighting for rights like affordable housing or quality public 
transportation. 

7 When the organisation focuses on “social-repair processes”, the main objective 
is to provide palliative assistance to poor or vulnerable people. In this case, 
notwithstanding the benefits provided to the target public, the way in which 
the activities are managed will hardly lead to significant levels of emancipation 
and autonomy. 
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Introduction 


Historically, in Chile, there has been a great wave of organisations that 
can be considered as social enterprises (SEs), even though this term has 
not been frequently employed in the country. The institutionalisation of 
this type of organisation has faced several hurdles, since legal forms pro- 
vided for by the Chilean legislation are not always appropriate in order 
to define and identify SEs. Furthermore, the level of visibility and legiti- 
macy of SEs is low, and national studies on this sector remain very scarce. 

The aim of this chapter is to present the historical and legal back- 
ground against which the organisations that can be considered as SEs 
have developed in Chile, to analyse the main related concepts employed 
in the country, and to identify and characterise SEs in such a context, 
highlighting new emerging trends, namely the (re)emergence of commu- 
nity enterprises and the emergence of B Corps. 

Against this background, it is relevant to analyse the existence of these 
types of entities as solutions to community problems from different per- 
spectives, and to study the reasons for their existence, their mode of oper- 
ation, and the beneficial impact they have on the communities within 
which they operate. 

The chapter is structured as follows: First, we present a conceptual 
approach to the phenomenon in Chile, as influenced mainly by the Euro- 
pean concept of social economy, the Anglo-Saxon approach to the third 
sector, the social- and solidarity-economy (hereinafter SSE) approach, 
derived inter alia from the Latin American conceptual tradition, and the 
concept of popular economy, which has been frequently employed in 
Chile. We then focus, in the second section, on the historical context for 
the emergence of civil-society organisations in Chile. The third section is 
dedicated to the analysis of the legal approach, with the specific objective 
of evaluating which of the different legal forms provided for by Chilean 
law comply with the EMES approach to social enterprise. We then try, in 
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the fifth section, to synthesise these different approaches, and we propose 
a framework of analysis of the different models of SSE organisations spe- 
cific to the Chilean context. The sixth section presents and analyses two 
very different emerging trends in the SSE scenario in Chile: new coopera- 
tives and B Corps. Finally, some concluding remarks close the chapter. 


1. Conceptual Approach: Popular Economy, 
Social Economy, Third Sector or Social 
and Solidarity Economy? 


All enterprises are generally seen as problem-solving devices that address 
unsatisfied needs through the production of various types of services and 
goods. In the last decades, due to the fact that for-profit and public enter- 
prises were either unwilling or unable to address a number of specific 
societal needs, new, non-conventional forms of enterprises with specific 
social aims have started to emerge in different settings and in different 
countries; the characteristics of these enterprises are shaped by the spe- 
cific context in which they emerge. 

In Chile, similarly to what happens in other countries, several terms are 
employed to identify civil-society initiatives that operate under the form 
of organisations aiming to address unsatisfied societal needs, emerge 
from civil society and are independent from the government and from 
the for-profit sector. 

From the conceptual point of view, four main trends have influenced 
the denomination of these civil-society initiatives: (1) the “popular econ- 
omy” concept, used to define the informal sector; (2) the “social econ- 
omy” concept, which mainly derives from the European, and especially 
French, school of thought; (3) the “third sector” or “non-profit sector” 
concept, which is influenced mainly by the US stream of thought; and 
(4) the “social and solidarity economy”, a concept originally coined in 
parallel in Latin America and Europe in the 1990s. 

As the different denominations confirm, conceptualisation is rather 
problematic, and a shared definition, able to draw a delimitation among 
the different concepts, is still a matter of discussion. 

The concept of popular economy is employed to refer to those infor- 
mal experiences that arise from civil society in order to meet needs of 
income generation, generally without any margin of accumulation. These 
autonomous, community-based initiatives address their members’ needs 
of subsistence, and social relations appear crucial in this context, because 
they are conducive to appropriate solutions to problems linked to actual 
living conditions. The concept of popular economy has been widely 
employed in Chile to refer to a phenomenon that emerged—as it did 
in other contexts of the global South—at the end of the 19th century, 
but it started to gain more importance from the 1970s onward. This is 
particularly true if we look at those experiences of popular economy that 
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emerged at the initiative of pobladores (inhabitants of popular urban 
neighbourhoods) and which survived, and even increased in number, in 
the years of the dictatorship (Nyssens 1997). 

Even though, in the past, the social economy concept was not fre- 
quently employed in Chile (Radrigán et al. 2010), the Chilean govern- 
ment has recently started to use this term by establishing the Associativity 
and Social-Economy Division (División de Asociatividad y Economia 
Social, or DAES), which is part of the Ministry of Economy, Develop- 
ment and Tourism. This implies a certain institutional recognition and 
representation of the organisations belonging to this sector. This Division 
considers that the following organisations are part of the social economy: 
cooperatives, consumer associations, professional associations (asocia- 
ciones gremiales),' fair-trade organisations, B Corps and other social 
enterprises (with no further specifications so far). 

In the last 25 years, terms that have been largely employed in Chile 
are those of third sector and non-profit sector; their use was spread by a 
study carried out by the Johns Hopkins University on the third sector in 
about 40 countries, including Chile. The Johns Hopkins University devel- 
oped a structural operational definition according to which non-profit 
organisations share five main features: they are organised, private, non- 
profit-distributing, self-governing and voluntary (Salamon and Anheier 
1997). The part of the Johns Hopkins study carried out in Chile high- 
lighted the importance of the Chilean non-profit sector, which has a con- 
siderable number of employees and volunteers. The services delivered by 
non-profit organisations concentrated in four main sectors of activity— 
health care, education, community development and social services—and 
the main source of revenues for these organisations was the government, 
through subsidies and reimbursements to the organisations for the ser- 
vices delivered (Irarrázaval et al. 2006). 

At the Latin American level, the term social and solidarity economy 
(hereinafter referred to as SSE) was coined with the aim—among other 
reasons—of differentiating the sector from traditional cooperatives, 
which were becoming more and more similar to traditional for-profit 
enterprises, especially in the case of large agricultural cooperatives. The 
SSE concept benefited inter alia (Coraggio 1999, 2011; Gaiger 1999; 
Singer 2000; Guerra 2003; Arruda 2003) from theoretical and concep- 
tual contributions by Chilean scholar Luis Razeto, who started to employ 
the term “solidarity-based popular economy” (economia popular de soli- 
daridad) in the 1980s (see Razeto 1986). The material and relational 
assets on which popular-economy initiatives are based can constitute a 
fertile ground, on which more developed organisations of the SSE can 
build (Razeto 1993; Coraggio 1998). The social and solidarity economy 
(a concept that appeared in the 1990s) departs from the mere adapta- 
tion to circumstances that was characteristic of the popular economy in 
that it focuses on the economic activity as a vehicle capable of bringing 
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about change. The entrepreneurial economic logic that emerges is based 
on cooperation and exploits the potential of social relations, based also 
on traditions and personal ties. 

The SSE sphere includes cooperatives, cooperative banks, mutual 
organisations and, in general, associations of people who freely join to 
develop economic activities and create jobs on the basis of solidarity 
and cooperative relations, among themselves and in society at large. The 
main drive is to ensure the material conditions for the survival of people, 
fighting against poverty in order to create short- and medium-term socio- 
economic alternatives. 

The analysis proposed in this chapter relies mainly on the term SSE, 
since this concept was born inter alia in the Latin American context and 
it thus seems to be the best adapted to grasp the specific characteristics 
of this sector and its transformative logic in the Chilean context. Up to 
now, the term SSE has been employed in Chile mainly in activist circles, 
but it is now starting to be employed, with increasing frequency, in insti- 
tutional contexts as well, such as the government and universities. 


2. Historical Approach 


After having analysed this conceptual variety, it is interesting to under- 
stand the reasons for the emergence of SSE organisations as well as the 
reasons why they have increasingly become an important part of the 
Chilean society and economy. The origins of SSE organisations in Chile 
in a modern perspective are to be found in the colonial period (1598- 
1810), when charity organisations based on solidarity principles started 
to develop, mainly with the support of the Catholic Church (Irarrázaval 
et al. 2006). During the process of economic and political consolidation 
that the country underwent at the beginning of the independency period, 
in the early 19th century, all charitable, assistance and solidarity activi- 
ties were carried out by these organisations. From around 1850 onward, 
SSE organisations started to gain greater attention, and non-profits were 
legally recognised for the first time (Irarrázaval et al. 2006). 

This period also witnessed the emergence of the cooperative movement, 
under the influence of the European experience: the first Chilean coopera- 
tive, a consumer cooperative called La Esmeralda, was founded in 1887. 
The cooperative movement was also influenced by the trade union move- 
ment, which emerged in this period mainly due to the spontaneous effort 
of miners in the northern part of the country (Del Campo and Radri- 
gan 1998), and by mutual societies, whose first expression was linked to 
typography workers, who supported the replication of the mutual model 
until the beginning of the 20th century (Martini et al. 2003). 

During the 20th century, a phenomenon of greater diversification of civil- 
society organisations started, with the development of voluntary organisa- 
tions, mutual societies, workers’ organisations, unions and political parties. 
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A wider legal framework for SSE organisations was developed, in particu- 
lar for cooperatives: the first cooperative law was enacted in 1924. A slow 
but steady development of this sector then began in Chile. 

Inspired by Radrigán et al. (2010), who followed the approach pro- 
posed by the abovementioned “Comparative Non-Profit Sector Project”, 
we analyse here the historical background of the SSE in Chile. However, 
while Radrigán and his colleagues focused only on non-profits, we aim 
to include in our analysis, as table 4.1 shows, all SSE organisations. The 
table describes six main periods or historical phases of SSE development, 
together with salient political, economic and sociocultural events that 
marked each phase. 

The first phase was marked by the incidence of pre-Columbian eco- 
nomic practices, which were characterised by reciprocity, non-monetary 
and solidarity-based exchanges, and were often based on free collec- 
tive work to the advantage of the whole community. These principles 
and practices survived through centuries, and they adapted to the new 
political, military and commercial relations imposed by the conquerors. 
They were incorporated into the indigenous conception of buen vivir, 
which describes a collective approach to well-being based on respectful 
exchanges between humans and the natural environment, on the promo- 
tion of collective rights, and on a community-based model of production 
(Gudynas 2011; Acosta 2013). 

The second phase was characterised by a process of economic, political 
and social emancipation that followed independence from the Spanish 
crown. From the economic point of view, in this period, the beginning 
of the industrialisation process was marked mainly by the mining boom. 
From the political point of view, power was concentrated in the hands 
of the conservative sector. As far as civil society is concerned, several 
processes of civic organisation started in this phase; the most notable 
experience for the SSE was the emergence of the first mutual-aid societies, 
which appeared in Chile around 1840. They were closely linked to the 
nascent industrial working class and aimed to guarantee protection to the 
workers and their families in case of accident, invalidity, disease or death. 

The third period was characterised by a strengthened role of civil-society 
organisations in the struggle for fundamental rights, as has occurred 
in other countries since the beginning and during the consolidation of 
the industrial revolution. This period saw the emergence of charities 
and advocacy organisations for basic social rights, especially concern- 
ing labour issues. The state began to implement a social-action strategy, 
which resulted in a series of social laws. Regarding more specifically the 
SSE, this period can be considered as the “golden age” of the mutual sec- 
tor. In 1924, there were over 500 mutual societies in Chile, with more 
than 100,000 members. The mutualist movement was responsible for 
several innovative social measures, such as equality of treatment for 
women (mutual societies were the first Chilean organisations to recognise 


Table 4.1 Historical phases of SSE development in Chile 


Phase Social, economic and 


political context 


1. Origins: from 
pre-Columbian 


Indigenous communities 
based on reciprocity, 


period to non-monetary exchanges 
the War of and collective work 
Independence 

(1810) 


SSE 


Embryonic forms of SSE: 
indigenous peoples have 
organisational structures 
similar to the SSE logic 


2. Pre-industrial 
period and 
beginning of 
the Republic 
(1811-1850) 


External economy, mainly 
focused on the export of 
saltpetre 

Societal, political and 
economic change 
after the process of 
independence and 
against the previous 
colonial model 


The first mutual societies, 
closely linked to the labour 
sector, started to emerge; 
existence of several charity 
organisations linked to 
the Catholic Church and 
of informal productive 
organisations (popular 
economy) 


Promotion of the national 
industry to replace the 
imports 

Emergence of a 


3. Industrialisation 
and beginning 
of the welfare 
state (1851— 


“Golden age” of mutualism, 
in parallel to the rise of the 
labour movement 

Emergence of the first 


1945) renewed vision of the cooperatives 
government's role: Adoption of the first law on 
need to generate social cooperatives 
participation through 
societal channels of 
organisation 

Strong role of Catholicism 
4. From the Consolidation of the state, Progressive growth and 


welfare state to 
the democratic 
breakdown 
(1946-1972) 


which played a crucial 
role in the final process 
of industrialisation of the 
country 


differentiation of SSE 

organisational types 
Growth and differentiation 

of the cooperative sector 


5. Dictatorship 
(1973-1990) 


Military coup, rupture of 
the democratic tradition 

Neoliberal economy 

Two main transformations: 
(1) switch from a national, 
closed economy to an 
open, liberal economy and 
(2) end of the welfare state 
and privatisation of social 


Worst period for the SSE: 
most SSE organisations 
went bankrupt or were 
destroyed; however, 
many popular-economy 
organisations survived, 
and they even increased in 
number 


services 
6. Return to Recovery of democracy 
democracy Switch from an 
(1990-present) authoritarian 


exclusionary neoliberal 
economic model to an 
inclusive democratic 
neoliberal economy 


Restoration of the SSE, 
although in a neoliberal 
context that is not highly 
favourable to associative 
arrangements 

New wave of SSE 
organisations in the last 
decade, also revived by 
social movements 


Source: Adapted from Radrigán et al. (2010) and Pizarro (2004). 
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the equality of rights between men and women) and the first experiences 
in the field of adult education, cultural activities and prevention of harm- 
ful behaviours (e.g. alcohol abuse and problem gambling). In the same 
period (more exactly in 1887), the first Chilean cooperative was founded, 
in Valparaíso; as explained above, it was a consumer cooperative called 
La Esmeralda (Del Campo and Radrigán 1998). The emergence of 
cooperativism was, like in other Latin American countries, linked to 
the social and labour movements that developed in reaction to the con- 
sequences of industrialisation, and it was influenced by the European 
experience brought by migrants. In 1925, the first law on cooperatives 
was approved, thus supporting a subsequent slow but constant develop- 
ment of the cooperative sector. The law provided for the creation of the 
Department of Mutual Societies and Cooperatives within the Ministry 
of Work and Social Security; this Department was formally constituted 
in 1927. The Department supported the creation of cooperatives in sev- 
eral sectors: agriculture, provision of drinking water, housing, electricity. 
However, a structured support to the cooperative sector was still lacking, 
and the state mainly sustained single and isolated initiatives. 

The fourth phase saw the consolidation of the state as a resource pro- 
vider, using SSE organisations as a way to provide social services or meet 
social needs. The 20th century witnessed a progressive growth and dif- 
ferentiation of organisational types in the SSE sector. The general Law on 
Cooperatives was elaborated in the 1950s, during Jorge Alessandri’s gov- 
ernment. This law was then modified in 1963 by the Agrarian Reform. 
President Eduardo Frei Montalva (1964-1970) made an important con- 
tribution in terms of support to the cooperative sector: during his term, 
although no coherent and comprehensive cooperative programme was 
implemented, cooperatives became an instrument supporting the reform- 
ist policies of the government. In this phase, the number of cooperatives 
grew constantly, and their action expanded into new and differentiated 
sectors of activity, with the creation, for example, of worker, housing and 
user cooperatives. 

The fifth phase, which corresponds to the period of the dictatorship, 
was marked by the breakdown of civil-society movements and organisa- 
tions, as well as by the repression of individual freedoms. The military 
coup marked a rupture in the process of organisation of civil society— 
a process which had already been threatened by the democratic break- 
downs of 1891 and 1924-1925, which had limited the expansion and 
autonomy of civil-society organisations. During the dictatorship that 
followed the military coup of 1973, SSE and all civil-society organisa- 
tions suffered their worst period; they were affected by the dictator- 
ship’s economic system, which also impacted their internal structure. 
Many of the existing organisations were forced to cease their activities 
and many cooperatives went bankrupt, also due to the economic crisis 
at the beginning of the 1980s. However, it is worth noting that several 


Chile 121 


popular-economy organisations survived through the dictatorship, and 
even registered an increase in their workforce (in Santiago, the share of 
popular-economy organisations’ workforce in the city’s total workforce 
increased from approximately 15% in 1970 to 20% in 1982). Moreover, 
popular-economy strategies multiplied and qualitatively changed, with 
organisations engaging in new activities to address needs that were left 
unsatisfied in the new regime (Nyssens 1997). 

Finally, with the return to democracy, in 1990, civil society and SSE 
organisations were also restored, with the aim of addressing new and dif- 
ferentiated societal needs. Since the beginning of the 1990s, the country has 
been experiencing a process of cultural transformation, whereby ordinary 
people have begun to assume the charge of solving the problems affecting 
the community, instead of presenting their claims to the state (Rodriguez 
and Quezada 2007). This process has resulted in the emergence of several 
initiatives by civil society, some of them belonging to the SSE. 

However, the national constitution is still the one that had been inher- 
ited from the military regime, and it has a strongly neoliberal character. 
The restoration of democracy brought about a resurgence of civil-society 
initiatives and a review of the legal framework for SSE organisations, but 
there is no clear-cut breakaway from the period of the military regime. 
In 2015, the former Department of Cooperatives (founded in 1927) was 
incorporated into the newly created Associativity and Social-Economy 
Division (División de Asociatividad y Economia Social, or DAES). Until 
this date, no real effort had been made at the institutional level to recog- 
nise the importance of and support the sector. It is still too early to judge 
if this Division will have an impact on the SSE in terms of promoting 
public policies and specific legislative measures, but at least its setting up 
is a first step in the direction of giving more visibility to the sector. 

According to Rodriguez and Quezada (2007), Chile has traditionally 
left the solution to community issues in the hands of the government. 
According to these authors, this situation is reflected, for example, in 
the fact that the industrialisation process was promoted at the govern- 
mental level, with the objective of modernising the country. However, 
in the late 20th century, the government abandoned its protective func- 
tion (Rodriguez and Quezada 2007; Radrigán et al. 2010). According to 
this interpretation, the SSE sector in the Chilean context has developed 
within a framework of political and economic transformation, where the 
government has changed its role from a welfare model (“modelo asisten- 
cialista”) to a neoliberal model, where the satisfaction of societal needs is 
left to the private sector (“modelo subsidiario”) (Hernandez et al. 2003). 


3. Legal Approach 


In Chile, as in many other contexts, a plurality of economic and social 
organisations coexist. SSE organisations, which differ from traditional 
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capitalist firms and from government institutions, Include various types 
of activities and structures. For the purpose of this chapter, the main types 
of SSE such as they are provided for by the Chilean law will be identified 
and briefly defined, following the approach proposed by Radrigán and 
Barria (2005). These organisations will then be analysed by applying to 
them the EMES approach to social enterprise, with the aim of identifying 
types of SSE organisations that can be considered as social enterprises. 

We hereby analyse the legal provisions that can refer to SSE organisa- 
tions in Chile, identifying the following types: (1) neighbourhood asso- 
ciations and other community organisations; (2) cooperatives; (3) trade 
associations; (4) indigenous organisations; (5) mutual societies; (6) non- 
profit enterprises; and (7) non-profit foundations. Table 4.2 provides a 
brief definition of each of these types of organisation. 

Not all the organisations reviewed can necessarily be considered as 
social enterprises, because each of them may show different logics of 
action. Employing the welfare triangle as a tool (and thus following 


Table 4.2 Legal definition of the main SSE organisations in Chile 


Type of Definition 

organisation 

Neighbourhood Non-profit organisations with a legal personality, which 
associations aim to represent and promote the values and interests of 
and other the community. They have to respect the religious and 
community political freedom of their members. There are two types 
organisations of community organisations: 
(juntas de 


1) Territorial organisations: organisations that are 


VECINOS representative of people in a neighbourhood, and whose 
and other goal is to promote community development, safeguard 
Organicactones the interests and ensure the rights of neighbours. 
comunitarias) 2) Functional organisations: non-profit entities with legal 
personality that aim to represent and promote the values 
and interests of the community within the territory of 
the municipality or group of municipalities. 
Cooperatives Associations based on the principle of mutual aid that aim 


to improve the lives of their members. Cooperatives have 
the following key features: 


1) Members have equal rights and obligations; cooperatives 
operate according to the *one person, one vote" 
principle; membership and retirement are voluntary. 

2) The surplus generated by operations with members 

should be distributed to members in proportion to their 

transactions with the cooperative. 

Cooperatives should observe political and religious 

neutrality, and they should seek to establish and develop 

cooperative education activities, including federal and 
inter-cooperative relations. 


S 


Type of 


organisation 


Professional 
associations 
(asociaciones 
gremiales) 
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Definition 


Organisations established by law, whose members are either 
natural and/or legal persons who aim to promote the 
rationalisation, development and protection of the activities 
they have in common, because of their profession, trade or 
industry production or services. These associations cannot 
engage in political or religious activities. 


Indigenous 
organisations 


Groups of people belonging to the same indigenous group 
and who satisfy one or more of the following conditions: 


1) They come from the same family tree. 

2) They recognise traditional leadership. 

3) They own or have owned indigenous lands in common. 
4) They come from a single ancestral settlement. 


Mutual societies 


The purpose of a mutual-benefit society is to achieve 
public interest benefits on a reciprocal basis between its 
members. There are three types of mutual societies: 


1) Mutual-aid societies. 


2) Mutual-protection societies. 
3) Mutual-insurance companies. 


Non-profit 
corporations 


A non-profit corporation is made up of a number of 
associated individuals who pursue a common objective 
and determine the foundation and the mission of the 
organisation. Corporations have an ideal object— 
development or social progress, welfare, culture and 
education—but they cannot pursue trade union or for- 
profit objectives, or objectives that are defined by law as 
corresponding to other types of entities. 


Non-profit 
foundations 


A foundation is a patrimony administered by agents 
according to the will of the founder; such will also 
determines the organisation’s goals, which must be 
directed to general-interest objectives. Foundations 
are not comparable to a corporate legal person. Most 
relevant in the figure of the foundation is the endowment 
of assets for the pursuit of a given objective set by the 
founder(s). People involved in the foundation are not 
owners of the organisation and must follow the objective 
determined by the founder(s), which has to be a general- 
interest, permanent and non-profit objective. 


Source: Prepared by the authors on the basis of Radrigan and Barría (2005), DECOOP 
(2007), Ley 19.253 sobre protección, fomento y desarrollo indígena; Ley 19.832 sobre 
cooperativas; Ley 19.418 sobre juntas de vecinos y demás organizaciones comunitarias; Ley 
2.757 sobre asociaciones gremiales. 


Pestoff 1998, 2005) enables us to recognise the combination of actors 
(the state, private for-profit companies and communities), logics of action 
(market, redistribution and reciprocity)? and resources, and to under- 
stand that the set of organisations considered as social enterprises may be 
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understood from different points of view. Figure 4.1 shows this combina- 
tion and graphically represents the situation. Following this graphic rep- 
resentation, it is possible to position each of the organisations described 
in table 4.2 in the triangle. 

However, in order to identify the set of organisations that can be con- 
sidered as social enterprises following the EMES approach, it is necessary 
to evaluate whether these organisations display the three main character- 
istics put forward by the EMES Network, i.e. whether they have (1) an 
economic project, (2) a social mission and (3) a participatory governance. 
Table 4.3 analyses the organisations presented in table 4.2 according to 
these characteristics. 

Following the legal approach (i.e. taking into account the legal forms 
traditionally considered as belonging to the SSE), it appears that only 
some types of cooperative, some indigenous organisations, some non- 
profit corporations and some non-profit foundations comply with the 
indicators of the EMES definition to such an extent that they can be 
considered as social enterprises. However, the legal approach is not suf- 
ficient to grasp the full array of organisational forms that belong to the 
SSE sector and that can be considered as social enterprises—whether they 
are regulated as such by Chilean law or not. 


Redistribution 


Non-profit / For-profit 


organisations 


Community Mutual 
societies 


Reciprocity 


Figure 4.1 Location of SSE organisations in Pestoff’s triangle 
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4. Mixed—Empirical, Legal and Conceptual—Approach 


Having said that, it seems more useful, with a view to identifying SSE 
models in Chile, to adopt a mixed approach, taking into account legal 
but also empirical and conceptual elements. Such a mixed approach 
allows us to identify four main types of social enterprise, by reference to 
the EMES ideal type: 


e Traditional cooperatives—at least those that have an explicit social 
aim and/or are directed towards the welfare of the community in 
which they are embedded and do not only serve the interests of their 
members. The majority of agricultural and fishery cooperatives, 
worker cooperatives and credit cooperatives are thus excluded from 
this category, which comprises water and energy cooperatives, school 
cooperatives and open housing cooperatives. An interesting experi- 
ence included in this category is that of rural water cooperatives. This 
case is particularly interesting as, in Chile, water provision was priva- 
tised during the military dictatorship (1981, Codigo de Aguas) and, 
to date, remains private. Nowadays, several water cooperatives— 
some of them active since the 1960s, when they were founded thanks 
to the direct intervention of the state—represent an actual alterna- 
tive to the private model of water provision. Moreover, they are also 
providing a plurality of complementary services to the communities 
(such as public libraries, spaces that the community members can use 
for various activities and spaces for community celebrations). 

e Non-profits (corporations, foundations, some NGOs). This category 
includes those organisations that operate under the legal form of 
foundation, non-profit corporation or NGO and aim to develop a 
common-interest activity. According to the EMES approach, this 
category includes at least those organisations that explicitly state a 
social goal beyond a mutual objective of satisfying the needs of their 
members. In this group, different “subtypes” of organisations, work- 
ing as NGOs but operating under various legal forms (foundations, 
corporations, NGOs), can be distinguished, for example: non-profit 
foundations (Fundación Las Rosas, Fundación un Techo para Chile, 
Fundación de Ayuda al Niño Limitado . . .); non-profit associations 
(Corporación Nuestra Casa, Corporación Red de Alimentos . . .); 
and NGOs working on development issues (ONG de Desarrollo al 
Menor en Riesgo Social un Rincón de Alegría, ONG de Desarrollo 
Corporación de Beneficencia Jesús Niño . . .). 

° B Corps or “Empresas B". B Corps are private for-profit organisations 
that, in general terms, seek to address socio-environmental issues of 
public interest. Four main characteristics of these organisations are 
highlighted by B Lab, the United-States-based non-profit organisa- 
tion that created this certification and promotes it all over the world: 
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(1) they are committed to creating a positive impact on society and 
the environment; (2) they redefine this socio-environmental pur- 
pose in a binding way; (3) they have high standards of management; 
(4) they are oriented towards all stakeholders and long-term goals.? B 
Corps are thus defined as double-mission organisations, to the extent 
that they have an economic responsibility towards their shareholders 
and they must simultaneously create public value for other stake- 
holders (L6pez Mayher 2013). Sistema B was created in 2012 with 
the vision of building a new economy where success is measured in 
terms of well-being of both the people and the planet. With the sup- 
port of B Lab, Sistema B has made rapid progress in Latin America; 
it is now present in ten Latin American countries, supporting a com- 
munity of B Corps’ impact investors, academia, media, policymakers 
and traditional companies. In November 2018, there were 140 for- 
profit companies certified as B Corps in Chile.* 

° Community enterprises. While the Chilean law identifies as commu- 
nity enterprises entities with the legal forms of neighbourhood asso- 
ciations (juntas de vecinos) or other community organisations, which 
cannot perform a stable economic activity (see table 4.2), this cat- 
egory also appears appropriate to include other types of organisation 
that can be considered as social enterprises but that operate under 
different legal forms. This category could indeed include the “new 
cooperatives” (Vieta 2010), based on self-management (autogestión) 
and on “horizontalised” labour processes and decision-making 
structures, that have started to emerge in the last decade in Chile. 


5. Towards a Synthesis of the Different Types 
of SSE Organisations 


The various approaches analysed so far all shed light, in a complemen- 
tary way, on several aspects of SSE organisations. As explained in the 
previous section, we have chosen to integrate the conceptual and the legal 
approaches, without forgetting the historical trajectory of SSE organisa- 
tions, in order to better understand the complexity of the SE phenom- 
enon and to include in our analysis all the forms that appear compatible 
with the EMES definition of social enterprise. 

As anticipated, from the conceptual point of view, the term SSE has to 
be preferred over other concepts, as this term is an original Latin Ameri- 
can contribution, able to highlight the specificities of the phenomenon in 
this area. Moreover, this concept can also include those informal expe- 
riences that have not been officially recognised as social enterprises by 
Chilean legislation, like collective organisations belonging to the popular 
economy (Nyssens 1997; Razeto 1990). Even though the number of these 
grassroots organisations has been decreasing over the years (Bauwens 
and Lemaítre 2014), they remain a phenomenon worthy of attention. By 
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contrast, the legal approach has highlighted the lack of specific recogni- 
tion and support for SSE organisations. 

An analysis of existing literature and the observation of new phenom- 
ena emerging in the area make it possible to grasp the specificities of SSE 
organisations in Chile, some of which have also been observed in other 
Latin American countries. These can be summarised as follows: 


e SSE organisations are influenced by the indigenous culture that 
derives from pre-Columbian economic non-monetary practices (for 
instance the minga, i.e. collective free work in favour of the com- 
munity, which is still present in some communities in Chile) and the 
indigenous attachment to land and natural resources. 

e SSE initiatives are characterised by a precise political connotation, 
which derives from their connection with social movements. The pri- 
mary aim of SSE is to build new social and labour relations that do 
not reproduce inequalities and constitute an actual alternative to the 
capitalist economic system, questioning the existing socio-economic 
structures (Guerra 2003; Coraggio 2005). 

e SSE initiatives are characterised by the presence of the “C factor” 
(Razeto 1998), understood as a factor of production as such, that 
is to say a factor that should be integrated in the economic models 
and analyses, together with work, capital and technology. The “C 
factor” (where C stands for community, cooperation, collaboration) 
involves several aspects, like cooperation in the labour environment, 
knowledge sharing, collective decision-making and additional non- 
monetary benefits for workers. A crucial aspect in this sense is self- 
management, intended as a revolutionary practice that questions the 
neoliberal system, to the extent that SSE initiatives are not based on 
the exploitation but on the free association of workers (Singer and 
Souza 2000; Vieta 2014). 


As a consequence, SSE organisations are characterised by the pursuit of 
a plurality of goals, including environmental, political and community 
objectives, which are sometimes underestimated by some Anglo-Saxon 
schools of thought. Therefore, we propose to take into account, in our 
analysis, five major dimensions of these organisations, namely the social, 
economic, community, political and environmental aspects. Each dimen- 
sion can be evaluated qualitatively on a scale ranging from low to high. It 
is worth specifying that we consider social enterprises as specific organi- 
sational types within the broader SSE sector. 

In table 4.4, the five dimensions mentioned above are analysed; for 
each of them, the table highlights the beneficial impacts generated by 
SSE organisations, the risk that the organisations would face, should the 
related dimension prevail, and the protection mechanisms that help to 
maintain a balance among all the dimensions. We consider that, if one 
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Table 4.4 Dimensions of SSE organisations 
Dimension Beneficial impacts Risks Protection 
mechanisms 
Social Provision of goods Inefficiency Managerial tools 
and services to consistent with 
address unsatisfied the social goal 
needs pursued 
Economic Production of goods Predominance Participatory 
and services of profit- governance 
according to seeking model 
efficiency criteria behaviours 
Community Reinforcement of Creation of Exchange with 
(“C factor”: social cohesion closed or external 
collectivity, and economic “exclusive” stakeholders 
cooperation, democratisation organisations 
collaboration . . . 
Political Creation of Predominance Stable and 
alternative modes of advocacy continuous 
of production action production 
of goods and 
services 
Environmental Provision of Predominance Stable and 
environmentally of advocacy continuous 
sustainable goods action production 
and services of goods and 
services 


Source: Adapted from Giovannini (2014). 


of the five dimension prevails, the organisation can still be considered as 
belonging to the SSE sector, but it is not a social enterprise. For instance, 
if the environmental dimension is too strong, while the economic one is 
very weak or downright absent, we can talk about an advocacy environ- 
mental organisation (like an environmental NGO or a similar type of 
entity) that belongs to the SSE, but not about a social enterprise. 

Traditional cooperatives score low on the political dimension and high 
on the economic dimension; some of them—depending on the specific 
cooperative considered—also score high on several other dimensions. 

Non-profits score high on the social and community dimensions, while 
their scores regarding the other dimensions vary according to the organi- 
sation considered. 

B Corps score very high on the economic dimension; the social and 
environmental dimensions are of an average level and vary according to 
the corporation considered, and the political and community dimensions 
are very weak. 

Community enterprises score very high on the political, social and 
community dimensions, while the importance of the environmental and 
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economic dimensions vary according to the type of good or service pro- 
vided. In any case, the accent in these enterprises is on collective govern- 
ance, consensus decision-making, creation of alternatives to the capitalist 
system thanks to the relation with social movements, and impact on the 
community. 


6. Emerging Trends in Chile 


6.1 Community Enterprises: The Case of New Cooperatives 


In the last years, a new phenomenon has started to emerge in Chile: new 
organisations arising from the civil society that take the cooperative form 
with the objective of re-signifying and politicising this organisational 
arrangement. Although, from the legal point of view, not all of these 
organisations are cooperatives, all of them share the main characteristics 
of this organisational form, as further detailed below. New cooperatives 
are emerging from some sectors of the civil society, for instance those 
connected to the student movement of 2011. These sectors are trying 
to self-organise in order to address various needs such as job creation, 
accessible health and education, and food sovereignty. New cooperatives 
can be considered as experiments that seek to challenge the status quo 
of the neoliberal system through the construction of actual economic, 
political and social alternatives. The main characteristics of these organi- 
sations have to be found in the way in which they are managed, based on 
horizontal and democratic practices; in their ethical and political values, 
which stand in opposition to the neoliberal system; and in the strong con- 
nections they have with the local communities in which they operate and 
with which they exchange knowledge, products and experience (Vieta 
2010). New cooperatives’ aim is to generate political and social change 
through economic activity. 

At the end of 2015, ten organisations that can be considered as new 
cooperatives were investigated in Santiago, adopting the ICSEM question- 
naire as a tool to guide semi-structured interviews that were tape-recorded 
and transcribed. Since most of these organisations are recent and some of 
them have a light structure, we decided to employ semi-structured inter- 
views, as this method allowed us to grasp more insights from the inter- 
viewees and give more space to the emergence of their point of view. The 
organisations investigated were grouped in three main categories, accord- 
ing to their sector of activity: work, food and consumption, and educa- 
tion. These sectors of activity are crucial in the neoliberal context of the 
Chilean state, since they are—together with the health sector—sectors in 
which, due to the incapacity and/or unwillingness of both the state and the 
market to provide credible responses, many citizens’ needs remain unmet. 

In the category of organisations active in the field of work, we investi- 
gated six organisations belonging to a federation of worker cooperatives 
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called Federación Trasol (Trabajo Solidario). The federation was founded 
in 2015 and gathers fourteen cooperatives, which share the common goal 
of re-signifying the cooperative form in order to create fairer working 
conditions, based on self-management (autogestión), democracy and 
solidarity. They perform different activities, such as the provision of gas, 
electric and photovoltaic services, cleaning services, research and consult- 
ing. Most of these organisations are small and have between three and 
ten members. An interesting aspect is that some of these cooperatives 
were founded by former students who had participated in the student 
movement of 2011: the participation in this social movement appears to 
have played a crucial role in their becoming aware of the need for socio- 
political commitment—a need that was later canalised into the creation 
of cooperatives. 

These organisations are devoted to creating dignified working condi- 
tions, antithetic with respect to the neoliberal model. They do not only 
have economic objectives of income generation, but also social, political 
and educational aims, which they pursue through the creation of fair 
and equal work and social relations, with an evident social and political 
stance. Decisions are often achieved by consensus instead of being based 
on the majority rule; salaries are equal; and the property of the means of 
production is collective. Members have different experiences and do not 
belong to the traditional cooperative movement (Vieta 2010), towards 
which they have a critical approach. 

In the food and consumption category, we had interviews with two 
organisations: Cooperativa Semilla Austral and Juntos Compremos. The 
first one was constituted as a consumer cooperative in 2015, originat- 
ing from the “Free Seeds Network” (Red de Semillas Libres), whose 
main aim is to protect biodiversity through the defence, reproduction 
and exchange of native seeds, and to revitalise ancestral Mapuche prac- 
tices and ceremonies. The aim of the cooperative is to generate income in 
order to support the network through the sale of seeds, plants and books 
and the organisation of workshops and educational events. As for Juntos 
Compremos, it was a virtual community of consumers at the time of the 
interview, and it was later transformed into a consumer cooperative. The 
objective is to create awareness about responsible consumption, under- 
stood in the economic, social and environmental sense, and to provide 
members with consumption goods at lower prices. 

As in the case of Federación Trasol, both experiences have been created 
by groups of people with a critical attitude towards the neoliberal model 
and who do not have any relations with the traditional cooperative move- 
ment. In these two cases, the economic dimension is weaker than in the 
worker cooperatives analysed, and the ethical and political dimensions 
prevail. Both organisations are well integrated into their local commu- 
nities, and both create opportunities for exchange with the communi- 
ties within which they operate, both in their daily activities and through 
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special events. Horizontal practices are Implemented in the governance of 
the organisations, which also resort to non-monetary exchanges (volun- 
tary work and barter of seeds). Both organisations aim to diffuse a criti- 
cal view of the neoliberal model in the food production and consumption 
sphere through the creation of different relations between consumers, 
producers and the communities in which they live. 

The case selected in the field of education is an organisation called 
Preuniversitario Popular Victor Jara (PPVJ). PPVJ is a non-profit founda- 
tion (fundación sin fines de lucro); it is not, legally speaking, a coopera- 
tive, but the logic behind its functioning is similar to that of cooperatives, 
and given its characteristics, it can be considered as a new cooperative. 
Its aim is to offer pre-university education to students who do not have 
sufficient economic resources to be able to afford training in a “com- 
mercial” school. The organisation was founded in 2001 by a group of 
university students who wanted to support potential peers who did not 
have sufficient resources to access the university, thus breaking the gap 
between families with higher and those with lower economic resources. 
In this case as in the others, founders and members do not have connec- 
tions with the traditional cooperative movement, and they self-organised 
with a view to fighting the exclusion of large social groups from the 
educational model imposed by the neoliberal system. Relations between 
teachers and students in PPVJ are horizontal, not hierarchical, and they 
are not conditioned by the capacity to pay fees to access educational 
services. Decision-making is made by assemblies of teachers, where most 
decisions are achieved through consensus. PPVJ operates in seven loca- 
tions in Santiago; it has strong relationships with the local communities 
and is pointing to social and political objectives such as social inclusion, 
inequalities reduction and free education. 

Table 4.5 summarises the main characteristics of the organisations 
investigated. The six organisations interviewed belonging to Federación 
Trasol have been grouped in the table since they share, with only few dif- 
ferences, the same main features. 


6.2. B Corps 


When analysing the ESS trends in Chile today, a point that particularly 
draws the attention and interest of many actors has to do with new 
dynamics of entrepreneurship characterised by a strong search for new 
approaches to socio-environmental challenges. These dynamics, as put 
forward by Gatica (2015), can be identified, on the one hand, in new 
organisations that are being created today and that, from their inception, 
are conceptualised under hybrid logics. On the other hand, these dynamics 
also emerge within existing private companies, which seek to incorporate 
them or, in many cases, reaffirm a strong socio-environmental commit- 
ment by incorporating them in a central way in their business activity. 
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Table 4.5 Characteristics of the new cooperatives investigated 


Economic project: Governance Social mission 
resources 
Federación Mixed: market - Self-management Cooperatives’ 
Trasol resources - Consensus rule “re-signification” 
(6 organisations) and start-up - Commissions through self- 
funds from management and 
governmental “work without a 
calls for boss” 
proposals 
Semilla Austral Mixed: market - Based on the Free - Protection of 
resources, Seeds Network biodiversity 
voluntary work, - Still to be - Increased 
barter defined in the awareness 
cooperative itself of ethical 
consumption 
Juntos Mixed: market - Virtual Increased 
Compremos resources, community (light awareness 
voluntary work structure) of ethical 
- Commissions consumption 
PPVJ Mixed: voluntary - Assembly Reduction of 
work, donations - Consensus rule inequalities 
from some local through access to 
institutions free education 


Although such companies, which seek to renew capitalism, are still 
very few in numbers in Chile, there is little doubt that they are already 
provoking reactions in the ecosystem: universities, media, entrepreneurs’ 
networks and even public institutions all begin to react to their exist- 
ence. Beyond the difficulties encountered by the different bills discussed 
in the Chilean parliament about the creation of a new legal form for these 
organisations, various government agencies have been responsible for 
promoting this type of social venture. Several initiatives contributed to 
the rapid development of these organisations in Chile, enabling them to 
reach a position of leadership on these matters in Latin America; today, 
nearly one third of all B Corps in Latin America are located in Chile. 

In order to gain better knowledge of this new phenomenon, its char- 
acteristics and different trends, some B Corps were contacted, and two 
cases—Triciclos and Pegas con Sentido—were studied using the ICSEM 
questionnaire. Semi-structured interviews in each of the companies were 
also conducted; these interviews were recorded and then transcribed. 

Triciclos is a private for-profit organisation that defends the adoption of 
market principles to solve public problems—an approach that is coherent 
with this organisation’s origins in the private sector. Triciclos regularly pro- 
vides services of public interest related to its mission, which is to achieve a 
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“zero-waste” goal in the geographical zones where it operates. The services 
provided by the organisation can be considered to be of public interest as 
they solve complex public problems encountered by Chile, such as the issue 
of pollution produced by economic development, which has become a par- 
ticularly serious concern in the last 40 years—a period over which Chilean 
GDP per capita has explosively accelerated its growth. 

The organisation recycles “valuable” and “non-valuable” materials. 
The collection of valuable materials subsidises both the development of 
technology and the organisation’s operative capacity, which will ultimately 
allow recycling around 90% of all solid waste produced in the Santiago 
Metropolitan Region—a goal which benefits all citizens in the Region. 

This profitable market activity allows Triciclos to have autonomy in 
its management. This management is closely linked to a decision-making 
structure based on the company’s ownership. Nevertheless, different ele- 
ments within its operation over time reveal a certain path towards a more 
participative nature. This is the case of its approach towards involving 
relevant stakeholders, such as recyclable material collectors, territorial 
organisations or the company’s own employees. 

Pegas con Sentido is a public limited company that seeks to respond 
to a particular social problem. Since its inception, the organisation has 
supported societal change through promoting a new path for purpose- 
driven young people entering the professional world. Pegas con Sentido’s 
team has been working to help these people find job opportunities within 
organisations whose main goal is not only to maximise financial returns, 
but also to contribute to solving socio-environmental challenges through 
the implementation of a sustainable business model. 

Pegas con Sentido also wants to be a place where people not only find a 
job, but also receive information, advice and referrals. The organisation’s 


Table 4.6 Characteristics of the B Corps investigated 


Economic project: Governance Social mission 
resources 
Triciclos Market resources - Decision-making Zero-waste goal 


power based on 
capital ownership 


- Participative 
approach to their 
stakeholders 
Pegas con Mixed: market - Decisions Connecting purpose- 
sentido resources and are made by driven professionals 
start-up funds from shareholders to companies 
governmental calls - “One member, committed to a 


for proposals one vote” rule better society 
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mission is to articulate the link between professionals and institutions 
that seek to be pioneers of a new culture of sustainability, thus managing 
talents for a new economy. 

In 2016, after five years of operation, Pegas con Sentido already had 
more than twenty employees and had engaged in an expansion process in 
Latin America. Important decisions are made by the members; they take 
part in the decision-making process because they hold shares in the cor- 
poration, but the number of votes is not linked to the number of shares 
held, and the “one member, one vote” rule applies. 


Conclusion 


This chapter has followed a mixed approach, combining legal, historical 
and conceptual perspectives, as we considered that each of these perspec- 
tives, taken alone, would not allow us to grasp the full richness of the 
SSE in Chile. On this basis, we have identified four main types of social 
enterprise in the Chilean context: traditional cooperatives, non-profit 
organisations (corporations and foundations), B Corps and community 
enterprises. 

Despite this apparent organisational variety, complexity and relative 
importance of the SSE in Chile, it is worth mentioning that the level 
of visibility and recognition of this sector remains low, and national 
studies on the sector are still very few in number (Gatica 2011). So far, 
academic and governmental institutions have not been able to really go 
beyond declarations and to promote and implement effective public poli- 
cies. Though it is true that the governmental Associativity and Social- 
Economy Division (DAES) has been trying to promote the concept of 
social economy, effective economic measures to support it remain lim- 
ited. Some studies have been carried out and published (see for example 
DAES 2014a, 2014b, 2015a, 2015b) with the main aim of describing 
the characteristics of cooperatives and other social-economy organisa- 
tions, and this entails a certain improvement towards a greater visibility 
of the sector, but the methodologies employed have been only partially 
adapted to the actual processes that are happening on the field. Moreo- 
ver, the concepts employed by the DAES are still not sufficiently clear nor 
explained, and this is reflected by the scarce impact that these concepts 
have on the public opinion. 

Another limit of the Chilean SSE sector is that it is characterised by a 
scarce presence of networks and integration structures (such as second- 
level organisations), especially at the regional and local levels. 

SSE experiences, as we have tried to illustrate, are taking different 
shapes depending on their promoters and main aims. We believe that 
these experiences, which are being promoted at different levels, deserve 
greater attention, promotion and further in-depth investigation. 
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Notes 


1 In Chile, the term gremial has a specific meaning, which differs from its mean- 
ing in other Spanish-speaking countries, where asociaciónes gremiales usually 
refers to trade unions. 

2 A fourth logic, namely “householding”, can also be mentioned; it refers to 
economies where production is centred on individual households—a kind of 
domestic economy. In Polanyi's work, this logic sometimes appears as a sepa- 
rate logic, and is sometimes included in reciprocity. 

3 See https://bcorporation.net/about-b-lab (2016). 

4 Source: Juan Pablo Larenas, executive director of Sistema B. 
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Introduction 


The notion of “social enterprise" is unusual in Ecuador.! So far, social 
actors and practitioners engaged in promoting alternative economic 
models (not assimilated to the private for-profit model nor to the public- 
statist model) have recognised themselves through historically established 
concepts (e.g. cooperativism and associations) or more recent expressions 
such as the “popular and solidarity economy”. The latter emerged from 
seminal theoretical contributions by Latin American scholars (e.g. Cor- 
aggio 1999; Razeto 1984; Singer 2000) who analysed economic practices 
developed by popular groups not driven by the sole purpose of profit 
maximisation, but by a plurality of goals reconciling economic, social, 
political and environmental objectives. In South America, the concept of 
“solidarity economy” spread during the 1990s, through the creation of 
international academic networks. It also gained relevance within the pub- 
lic debate through the rise of anti-neoliberalism activism by civil-society 
organisations in the last three decades, and more particularly in the wake 
of the first World Social Forum, organised in 2001. 

Moreover, since the second half of the 2000s, the rise of the so-called 
new left governments in Latin America (Ellner 2012; Coraggio and 
Laville 2014; Stoessel 2014) has encouraged some particular trajectories 
of institutionalisation of the solidarity economy? (for examples in the 
region, see Coraggio 2015; Lemaitre et al. 2011; Wanderley et al. 2015). 
As regards the Ecuadorian case, since the adoption of a new Constitu- 
tion in 2008, as a part of a project of state transformation driven by 
an apparent post-neoliberal turn (Ettlinger and Hartmann 2015; Moly- 
neux 2008), the term of “popular and solidarity economy” (economia 
popular y solidaria—for simplification, hereafter referred to by its Span- 
ish acronym, EPS) has been explicitly used by Ecuadorian state officials 
for public-policy design as well as bureaucratic intervention (Nelms 
2015). In this context, the EPS legally encompasses collective forms of 
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organisations operating in the fields of production, exchange, consump- 
tion of goods and services, and finance, and which are registered as coop- 
eratives, associations and community organisations.? 

The question of institutionalisation has often been related to the evo- 
lution of public policies, through approaches in which the state is at the 
centre of the analysis as a one-sided source of political recognition of the 
target organisations. However, in previous work (Ruiz-Rivera and Lemai- 
tre 2017), we have argued that the institutionalisation of EPS in Ecua- 
dor has not been merely the result of a proactive strategy driven by the 
state. This process has rather been the outcome of a mutual relation—in 
tension—between state intervention and organisations aiming to achieve 
their own recognition in the public sphere and through public policies. 
At a given stage, this process shaped the conditions in which EPS organi- 
sations scaled up without endangering their values; at another stage, it 
affected the nature of these initiatives. Therefore, adopting a historical 
approach appears necessary to understand the construction of what is 
nowadays acknowledged as the EPS in the Ecuadorian landscape. 

In this chapter, we focus on identifying the types of organisation that 
claim to be part of the EPS and on analysing the functioning logics that 
characterise them. In order to do so, we answer some preliminary ques- 
tions: Where do these organisations come from? In particular, are they 
rooted in any specific institutional trajectory that would explain their 
emergence, and which may have shaped different profiles of organisations? 

Our study consisted of a review of the existing literature on the popu- 
lar and solidarity economy in Ecuador as well as documentary and data 
analysis. Indeed, primary data was collected through 64 semi-structured 
interviews carried out in three waves of fieldwork (between 2015 and 
2017), with leaders and members of EPS initiatives, government officials 
and representatives of networks and NGOs advocating EPS interests in 
the public sphere. Afterwards, we carried out an in-depth analysis among 
a sample of sixteen organisations (four emblematic cases stemming from 
each institutional trajectory), in which, among other techniques such as 
direct observation, we conducted the ICSEM survey with founder mem- 
bers, managers or other decision makers. 

The aim of this chapter is twofold. First, we identify the main trajecto- 
ries followed by different groups of economic initiatives that led to their 
institutionalisation. Secondly, in the light of the ideal type proposed by 
EMES (Defourny and Nyssens 2012, 2017) and of the work of authors 
debating on a solidarity-type social enterprise (Coraggio et al. 2015), we 
present the analytical framework—regarding the economic, social and 
political dimensions—underpinning our subsequent EPS typology. We 
then propose four major models of EPS organisations in Ecuador, each 
one linked to one of the institutional trajectories previously presented. 
We place a particular emphasis on the public dimension of each model, 
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as this aspect allows to grasp the specific interplay between organisa- 
tions and their institutional environment; i.e. their potential in terms 
of political embeddedness. Those types of interaction may prove them- 
selves one of the most defining features that distinguish one type of EPS 
organisation from another. The four models are then briefly illustrated 
in different fields of activity, both established and emerging in the Ecua- 
dorian context. We conclude by some remarks regarding the question 
of institutionalisation and the popular and solidarity-economy research 
agenda. 


1. EPS Institutionalisation: A Historical Overview 


Following a diachronic perspective, we argue that organisations that cur- 
rently recognise themselves as being part of the EPS in Ecuador have been 
inspired by four particular institutional trajectories: 


° the cooperative tradition, which has mostly been institutionalised via 
the state since the first half of the 20th century; 

° a trajectory that has been rooted in the popular economy since 1970 
and supported by grassroots NGOs, international cooperation and 
the Catholic Church; 

° the social movements tradition, which, in the late 1980s and in the 
1990s, led to the networking of a variety of actors bearing a political 
project of transformation; 

e the emergence and multiplication of new forms of entrepreneurial 
ventures in the wake of the adoption of the new Constitution in 
2008 and of the Law on the Popular and Solidarity Economy (Ley 
Orgánica de Economia Popular y Solidaria, or LOEPS) in 2011. 


1.1. The Cooperative Tradition 


The work of Da Ros (2007) and Miño (2013) retraces the trajectory 
of cooperativism in Ecuador since its origins, in the first half of the 
20th century. In urban areas, cooperatives emerged as small-scale groups, 
composed of wage-earning workers and merchants. The aim of these 
organisations, which were founded by liberal, socialist and anarchist 
activists, was to grant mutual aid and professional defence to their mem- 
bers, in a context characterised by the lack of public social programmes. 
In rural areas, during the 1930s, peasant groups gradually organised 
themselves into agrarian unions in order to pursue their claims to land 
ownership and political representation (Mifio 2013). Their mobilisation 
eventually resulted in the adoption of legal frameworks legitimising their 
demands (e.g. the first National Cooperatives Act and the Labour Code 
were both announced in 1937) (Clark and Becker 2007). 
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From the 1960s onward, the state and international aid agencies 
(e.g. the United States Agency for International Development, or USAID) 
played a key role in the Institutionalisation of the cooperative model in 
the fields of production and finance. Following the two agrarian reforms 
of 1964 and 1973, the state financially supported producer cooperatives 
with the aim of transforming precarious forms of production into mod- 
ern collective organisations, so as to Increase productivity and contribute 
to the expansion of cocoa and banana in a primary-export-led growth 
model (Da Ros 2007). The existing peasant unions thus regrouped under 
the legal form of producer cooperatives to access land redistribution. 
However, as soon as the land property rights were assigned, cooperatives 
tended to divide themselves, not legally but de facto, into a series of indi- 
vidual farms—though these maintained areas of communal use (Oleas 
2016). As regards international aid agencies, they acted as intermediate 
structures that financially supported the creation of federations, which 
regrouped cooperatives by different fields of activity,’ particularly during 
the 1970s (Mills 1989). 

Despite the expansion of the cooperative model, it was a project of 
material accumulation that prevailed in the practices of organisations, 
resulting in clientelistic relations with the state (Mifio 2013), and in 
1973, when US funding and government support were interrupted, only 
a quarter of registered cooperatives survived (Oleas 2016). We relate 
this phenomenon to a hypothesis of political opportunism, as Coque- 
Martinez (2001) suggests in his work on cooperativism in Africa and 
Asia: cooperatives were historically instrumentalised as implementers of 
governmental programmes serving the interests of socio-economic elites. 

Concerning savings and credit cooperatives, most of them arose during 
the agricultural sector’s modernisation of the 1960s, but it was during the 
oil boom of the 1970s that these organisations experienced their most 
dynamic growth in terms of increase in membership? (Da Ros 2007). 
During this period, the members' profile also underwent a transforma- 
tion, from a predominantly rural population to an urban one (Miño 
2013). Moreover, in the aftermath of the most significant Ecuadorian 
financial crisis, in 1999, which strongly affected the banking system, 
cooperatives became an institutional alternative for depositors who had 
lost confidence in traditional financial institutions (Jácome et al. 2004). 

Case studies carried out in emblematic cooperatives created in the 
1960s and 1970s in the fields of production and finance and still oper- 
ating today suggest that, since public policies aiming at modernisation 
demanded consistent levels of growth, cooperatives adopted practices 
of market isomorphism, i.e. they started “imitating” an accumulation 
model specific to market-driven capitalistic enterprises (Bidet 2003). In 
addition, cooperatives did not manage to secure mechanisms of demo- 
cratic control by their members, which led them to compromise their 
autonomy from external actors while scaling up. 
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1.2. Popular Organisations and tbe Role 
of Intermediate Structures 


The trajectory of popular organisations is rooted in the popular economy 
and refers to forms of self-generated work reflecting a specific rationality, 
not only based upon growth-oriented aims. As pointed out by Corag- 
gio (1999), popular actors are domestic units developing socio-economic 
strategies with the aim of securing the “reproduction of life”, by meeting 
their own material and immaterial needs. The inclusion of these initia- 
tives in the public debate was mostly supported by civil society, such as 
the progressive Catholic Church and development-oriented NGOs. 

As far as the role of the Catholic Church is concerned, after the Second 
Vatican Council, in the 1960s, advocated the relation between evangelisa- 
tion and social commitment, priests professing the theology of liberation 
helped people in precarious situations to organise collectively with the 
aim of gaining access to raw materials, training and equipment as neces- 
sary conditions to generate income (Calvo and Morales 2013). “Gruppo 
Salinas” could be considered as a representative example of ecclesiastical 
initiatives which worked directly with rural populations: it is a cluster 
of community-based agro-industries located in the Ecuadorian highlands 
that emerged in 1970, with the support of the Salesian mission. The pro- 
duction of raw material is developed at the family level and all the trans- 
formation process happens at a collective, organised level. 

As regards NGOs, some of them were religiously affiliated organisa- 
tions, and they were often financed by development cooperation pro- 
grammes. They promoted community production and trading practices 
in urban and rural areas (these activities were subsequently—during 
the 1990s—articulated into fair-trade networks). The “Tiendas Camari 
Solidarias”—i.e. shops that are part of the “Fondo Ecuatoriano Populo- 
rum Progressio” (FEPP)—and the “Maquita Cushunchic” Foundation 
(MCCH) emerged respectively in 1981 and 1985 and provide a good 
illustration hereof. “Tiendas Camari Solidarias” is an initiative focused 
on the development of trading circuits, led by suburban groups of Quito 
and the progressive Catholic Church. As for MCCH, this organisation 
aims to provide organisational support and technical assistance to pro- 
ducers with similar or complementary productive activities. Both struc- 
tures organise and bring together producers and consumers to create 
spaces in which direct commercialisation can happen, such as neighbour- 
hood and community stores, consumer cooperatives, local fairs and fair- 
trade networks (Espinosa 2010). 

Moreover, intermediate structures have been decisive for the empower- 
ment of producers. They have contributed to the collective action of pop- 
ular organisations and to their gradual inclusion in the public sphere, by 
promoting the adoption of internal democratic structures (which often 
took the form of general assemblies) and through the creation of public 
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micro-spaces based on proximity (e.g. neighbourhood fairs qua meeting 
places for generating income but also for debating issues of mutual con- 
cern), prompting these initiatives to evolve from mere survival tactics to 
more political strategies. 

During the 1990s, popular organisations undertook a phase of net- 
working, encouraged by intermediate structures to challenge exclusion 
in the context of structural adjustment programmes following the Wash- 
ington Consensus. According to Andino (2017), those structures acted as 
interlocutors between popular organisations claiming redistributive poli- 
cies (such as the implementation of a social-protection system) and poli- 
cymakers. We put forward the hypothesis that, despite this recognition 
of popular organisations in the public debate, the pursuit of a political 
objective, including the participation of these initiatives in the building 
of public policies, might remain, for initiatives, secondary in relation to 
the achievement of their economic and social objectives. The economic 
fragility of these initiatives raises the question of the extent to which 
an objective of economic reinforcement has remained predominant to 
ensure their sustainability, at the expense of any political objective. 


1.3. EPS’ Embeddedness in Social Movements 


During the 1980s and the 1990s, social movements in Ecuador often had 
to deal with state repression or co-optation mechanisms by the political 
parties in power (De la Torre and Ortiz Lemos 2015). Despite that, some 
political platforms (e.g. the Confederation of Indigenous Nationalities of 
Ecuador—Confederación de Nacionalidades Indígenas del Ecuador, or 
CONAIE) supported popular resistance processes against the neoliberal 
agenda, thus stimulating the articulation of economic organisations to 
social movements, which in turn gave rise to intense collective mobilisa- 
tion. While the goal of popular organisations is job creation and income 
generation in a context of vulnerability, social movements explicitly pur- 
sue social change. However, these two types of actors agree on a radical 
critique of neoliberalism as a model of development and on the importance 
of the quest for alternatives. Popular organisations as well as cooperatives 
eventually became linked to social movements as a way of expanding new 
forms of collective action and of developing a more normative vision of 
EPS, relating to another way of producing, trading and consuming, based, 
beyond non-utilitarian practices, on an explicit political project: a shift of 
the development paradigm (Disney and Williams 2014). 

Several networks (whose demands include the implementation of 
gender equity, the development of fair trade and ethnic claims, among 
others) have arisen with a conception of the solidarity economy as ful- 
filling a role as a political actor (Scarlato 2013). Their shared political 
discourse explicitly addresses social transformation, which according to 
Andino (2017: 114-118) is possible only if economic practices founded 


Ecuador 145 


on reciprocity, solidarity, complementarity and cooperation are imple- 
mented. For example, in 1991, under the impulse of MCCH (see pre- 
vlous section), the Latin American Network of Community Trading 
(Red Latinoamericana de Comercialización Comunitaria, or RELACC) 
was founded with the aim of articulating community production forms 
through a structure for commercialisation, as an alternative to the ine- 
quality of exchanges in the international trade (Espinosa 2010). 

Scarlato (2013) points out three issues that have been internalised 
by social movements in Ecuador, especially since the first decade of the 
new century: environment, ethnicity and migrants’ rights. The Ecuado- 
rian Movement of the Social and Solidarity Economy (Movimiento de 
Economia Social y Solidaria del Ecuador, or MESSE) provides a good 
illustration of such evolution. The MESSE is a social platform that 
appeared in 2006. Its creation was financially and technically supported 
by NGOs (namely VECO, AVINA and the International Federation for 
Alternative Trade, or IFAT), upon the initiative of two Ecuadorian fair- 
trade actors (MCCH and RELACC), and umbrella organisations related 
to agroecology. The MESSE gathers individual and collective economic 
initiatives and supports organisations involved, in most cases, in fair 
trade, agroecology and ethnic and gender actions. Beyond the formula- 
tion and management of community projects (for example, the creation 
of economic circuits), political action is one of MESSE’s main lines of 
action. 

The embeddedness in social movements represents for the EPS the 
concretisation of collective action, allowing socio-economic initiatives to 
achieve greater political participation. We argue that, as they became 
increasingly interconnected within networks at different levels, organisa- 
tions have begun to convey a common discourse, based on solidarity. 
Beyond its normative value, solidarity is considered here as an operating 
principle within organisations, in which the main mode of economic inte- 
gration is horizontal reciprocity among members. 


1.4. New Wave of Organisations Following 
EPS Promotion Policies 


During the 1990s and the first half of the 2000s, the Ecuadorian public 
debate was focused on tensions concerning the failure of neoliberal poli- 
cies.” After recurrent periods of political instability? and dynamic social 
mobilisation (led principally by the indigenous movement, in opposition 
to the free-trade agreement that was then to be imminently concluded 
with the US), President Rafael Correa was elected in 2006. He presented 
himself as a detractor of neoliberal approaches and advocated the impor- 
tant role of the EPS in the national economic system (Becker 2011). 

One of the most relevant actions undertaken by the government as 
a starting point for state transformation was the establishment of a 
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Constituent Assembly in 2008. This Assembly’s primary goal was to 
rewrite the national Constitution; in the new version, Buen vivir? is 
pointed out as the macro social horizon in a post-neoliberal perspective 
(Acosta 2010; Gudynas 2011). Through iterative working sessions, prac- 
titioners (mainly community leaders, cooperatives managers, and social 
movements and networks’ representatives) were consulted about issues 
of general interest—among which, for example, their comprehension of 
the EPS itself (Andino 2017). As a result of this process, the 2008 Ecua- 
dorian Constitution asserted significant claims. For example, it was the 
first Constitution worldwide to underline the rights of nature and its—no 
longer functionalist—role in human well-being (Becker 2011). From this 
point onward, solidarity was assumed to be part of the logics guiding 
public action, opposed to a neoliberal rationale (Oleas 2016). 

To operationalise a part of this project, which scholars (Escobar 2010; 
Yates and Bakker 2014) have called a “shift to the left” in state poli- 
tics, the Law of Popular and Solidarity Economy (LOEPS) was passed 
in 2011. This Law is considered to result from a process of legislative 
co-construction: seventeen nationwide workshops were conducted, with 
the participation of around 1,800 representatives of the government, 
social movements and EPS networks (Muriel 2012). The latter managed 
to relay grassroots initiatives’ demands within those deliberative public 
spaces. Indeed, the process of the LOEPS’ redaction presented itself as a 
historical moment of participation, which was intended to embody the 
reflection of practitioners about their own initiatives as well as the posi- 
tion of state officials about a socially embedded economy (Nelms 2015: 
107-113). 

The LOEPS initiated a process of institution-building, which involved 
an explicit inclusion of EPS in regulatory frameworks and development 
agendas. In this regard, specific state bodies were entrusted with the coor- 
dination, promotion, control and financing of EPS initiatives. Through 
the creation of the National Institute of Popular and Solidarity Economy 
(Instituto Nacional de Economía Popular y Solidaria, or IEPS), a series 
of policies for the promotion of the sector were defined. Overall, we 
argue that the current national programmes aim at alleviating poverty by 
strengthening the economic dimension of EPS, hence fostering entrepre- 
neurship. More precisely, programmes carried out by IEPS focus on ena- 
bling organisations to access markets and production means (e.g. assets 
and working capital). 

In addition, the Super-administration of the Popular and Solidar- 
ity Economy (Superintendencia de Economía Popular y Solidaria, or 
SEPS) has undertaken in 2012 a process of setting up a national register 
whose initial target was cooperatives and associations. The process was 
based on the updating of administrative information about organisations 
(e.g. registration of members and board of directors) in a first phase, and 
the updating of financial information in a second phase. The objective 
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of this registration process was twofold: (1) to quantify and map EPS 
organisations in Ecuador, and (2) to enable them to operate legally, so 
that they would qualify for participation in public programmes (Jácome 
and Ruiz-Rivera 2013). 

This process was the starting point for a rise and proliferation of what 
we can refer to as a new wave of popular-economy ventures. Indeed, IEPS 
officials have been focused on linking socio-economic initiatives with 
potential markets, such as the public one, through what is called “inclu- 
sive markets” (ferias inclusiuas) and, since 2014, through the adoption of 
the “inclusive purchase catalogue” (catálogo dinámico inclusiuo). Both 
tools constitute ways of implementing the public purchasing programme, 
which provides that any state institution can place an order for a par- 
ticular good or service (e.g. uniforms or cleaning services), previously 
entrusted to private capitalist subcontractors, directly with potential EPS 
providers, without them being put in competition with other providers 
such as medium and large companies. The IEPS serves as a mediator for 
and provider of technical assistance to EPS initiatives, so that they can 
deliver that order. When local manufacturers are informed about a public 
call, they are invited to register in the “inclusive purchase catalogue”.'° 

Since formalisation is a condition for EPS initiatives to be included in 
these programmes, individual or family undertakings tend to reorganise 
and register as associations.!! According to IEPS officials, one of the main 
reasons for choosing this legal form rather than the cooperative one lies 
in the fact that the legal form of association involves lower transaction 
costs (e.g. costs of the procedures required to create the organisation) 
than other legal forms. In this context, the number of producer associa- 
tions rose from 2,839 in 2012 to 6,369 in 2017 (SEPS 2018). We argue 
that this new wave of associations reflects a pragmatic logic, stimulated 
by the current public policies, since the institutional framework repre- 
sents a new path of public recognition for these popular ventures. 


2. EPS Organisations: Four Models 


2.1. Analytical Framework 


After presenting the contextual background related to the historical con- 
struction of EPS in Ecuador, we argue that the trajectories reviewed in 
section 1 might have led to the emergence of four models of EPS in Ecua- 
dor. To support this hypothesis, drawing on some of the indicators of 
the ideal type proposed by EMES (Defourny and Nyssens 2012, 2017), 
we describe the operating logics that characterise and distinguish each 
of the types of EPS organisation coexisting in Ecuador. We outline three 
key dimensions: the economic project, the social aim and the political 
dimension (table 5.1). In addition, we call on the work carried out by 
Coraggio et al. (2015) on the solidarity-type social enterprise. These 


Table 5.1 EPS analytical framework 


Dimension Variable Description 

Economic Activity and The initiative is directly involved in the 
coherence production of goods or the provision of 
with the services on a continuous basis. The activity 
mission thus represents the reason for the existence of 


the organisation, and it must be coherent with 
the social mission and with any other kind of 
goal (environmental and/or political) pursued 
by the organisation. 


Economic A balance must be achieved between fulfilling 
risk the initiative’s mission and achieving financial 
sustainability. 


This aspect can be observed by investigating 
whether a certain type of resources—and 
which one—dominates in the operation of 
the initiative, analysing the proportion of 
income coming from sales (market logic), 
from public grants (redistribution logic), from 
philanthropic sources (reciprocity logic) and 
from domestic-type units (householding logic). 


Valorisation Members are both associates and workers of 
of work the organisation; and the majority of workers 
are members as well (the use of hired labour 
force is limited). 


Social Mission and The aim of the initiative is to explicitly serve a 
principles particular group of people: it is responding 
of interest to a mutual interest among its members or, 


beyond members’ interests, to the interest of 
the community in which it operates (or even 
the general interest). This variable opens a 
discussion about the way in which and the 
level at which the organisation balances those 
different drivers of its productive activities. 


Profit There is a constraint on the distribution of the 
distribution revenue surplus among members to avoid 
practices of profit maximisation. This constraint 
can refer to a total non-distribution constraint 
or to a distribution to a limited extent only 
(surpluses might be allocated to funding 
collective activities favourable to the mission). 


Political Participation Decision- The decision-making power 
and making is not based on capital 
governance ownership. Members actively 


participate in the definition of 
matters of common interest. 
Beyond its members, the 
initiative might operate on the 
basis of a participatory logic, 
which involves various parties 
affected by the activity. 
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Public Explicit Beyond work and income 
dimension political generation, the initiative 
goal explicitly tackles, through 
its mission, a transformation 
of the political, economic or 
social order. 

Creation The initiative seeks to achieve 
of public political impact, beyond the 
spaces interests of the organisation, 

through participation in 
deliberation processes in the 
public sphere. 

Members take part in 
autonomous micro public 
spaces (e.g. based on 
proximity) and intermediate 
public spaces (wider arenas, 
e.g. structures of mediation 
with other actors). 

Articulations Relationships with other actors 
with other (to get access to resources, 
actors and to markets, to financing or 
autonomy to technical or managerial 


knowledge) should not 
compromise the control of the 
organisation by its members. 


Source: The authors, based on Defourny and Nyssens (2012, 2017) and Coraggio et al. (2015). 


authors’ approach is similar to the EMES perspective in that it is based 
on the identification of indicators in the social and economic fields, but 
its additional contribution concerns the analysis of the political dimen- 
sion, beyond the field of governance (which is related mostly to internal 
choices). These authors discuss the public dimension of EPS organisa- 
tions, which includes the latter’s ability to enrol in the public debate, to 
act as a political actor and to participate in the development of public 
policies—in other words, their political embeddedness (Lemaitre 2009). 

On such basis, we propose a classification that distinguishes four EPS 
ideal types in Ecuador. Each model follows a particular path of institu- 
tionalisation; the four models should be considered as operating along- 
side one another, in a non-hierarchical order. 

Before presenting each model and its distinctive features, we first 
underline some points of convergence among all the categories. 


Production Activity 


In all four EPS ideal types, there is a continuous activity of production 
of goods and/or services. This feature is in fact a sine qua non condition, 
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since it makes it possible to distinguish EPS initiatives from other types 
of organisations—such as support organisations (e.g. foundations or 
NGOs)—pursuing a social (or political) mission but not carrying out any 
economic activity. 


Main Mission and Subsidiary Goals 


Regardless of the model to which they belong, the studied initiatives 
explicitly claim to pursue a mission of job creation and income genera- 
tion, which they all consider as the main goal of their economic activities. 
This mission corresponds to the finality of improving the quality of life 
of the organisation's members and of their households by meeting their 
material needs, such as the needs for food and housing, among others. It 
is also the reason why EPS organisations are currently the target of public 
policies that aim to promote social inclusion and poverty alleviation. The 
social dimension could also be connected to other objectives for meeting 
immaterial or subjective needs, which, according to Bauwens and Lemai- 
tre (2014), entail a symbolic value, such as the creation of community 


bonds. 


Mix of Economic Relations 


We refer to what actors consider as the main source of revenue (including 
both monetary and non-monetary resources) that allows the organisation 
to fulfil its mission and foster its sustainability. However, the analysis 
may not be limited to the stance of resources, but rather it is addressed, 
following Polanyi’s (1944) substantive approach, in terms of interde- 
pendences among various economic logics: reciprocity, which refers to 
practices of complementarity voluntarily instituted (e.g. support between 
symmetrical groupings); redistribution, which indicates interactions 
within centralised systems, such as interactions with the state; the market, 
understood as the interactions between buyers and sellers through price 
fluctuations; and householding (Hillenkamp et al. 2013: 5-6), which cor- 
responds to the interdependence within the domestic unit, based upon 
self-provisioning for and by the group members. We argue that this 
approach allows to recognise how the four models of EPS organisations 
are embedded in several economic logics, intertwine different resources 
and connect with diverse external actors. 


Decision-Making 


In all the EPS models presented below, decision-making is, by princi- 
ple, not based on capital ownership; however, each type of organisa- 
tion has some specificities, which may depend on the legal form (if the 
organisation is legally registered) adopted by the initiative. It should be 
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emphasised that all types of organisations, except cooperatives, might 
navigate between self-management practices and indirect economic 
democracy. Self-management refers to the fact of being “totally man- 
aged, in equal parts, by the workers” (Lemaitre and Helmsing 2012: 
755), while indirect economic democracy entails the establishment of 
representation bodies. 


2.2. Cooperatives 


This model encompasses the organisations formally registered under the 
legal form of cooperatives. The production activity is the primary motive 
for their existence. Concerning the field of activity in which coopera- 
tives operate, there are producer, service, housing and savings and credit 
cooperatives. Those organisations are composed of a group of persons, 
voluntarily united, and explicitly seeking to meet the members’ com- 
mon economic, social or cultural needs through practices of cooperation 
and mutuality. By December 2018, in Ecuador, there were 2,654 regis- 
tered non-financial cooperatives and 641 savings and credit cooperatives 
(SEPS 2018). 

Members are therefore the main beneficiaries of the economic activity. 
In fact, the specific feature of cooperatives is the double status of their 
members (Gui 1991), who act both as co-owners (or associates) and as 
users. For instance, in consumer cooperatives and housing cooperatives, 
members get direct access to the goods or services produced by and within 
the organisation. In producer cooperatives (e.g. coffee and cocoa coop- 
eratives), associates make use of the organisation to gain access to raw 
material (e.g. seeds) and to transform and commercialise their produc- 
tion. In agricultural cooperatives, harvests are delivered to the coopera- 
tive by all members; the organisation provides in turn the infrastructure 
for the storage and transformation of their production. In saving and 
credit cooperatives, however, most users of the financial services pro- 
vided by the organisation are clients-like (not associates), i.e. they do not 
take part in the decision-making processes. Moreover, in cooperatives, 
workers are a priori members. This can however vary from one field of 
activity to the other. For example, paid work is significant in transport 
cooperatives, in which bus drivers operate as employees and do not (or 
barely) take part in the management of the organisation (Ruiz-Rivera 
2014). Concerning the membership composition, most interviewed asso- 
ciates consider themselves as belonging to the middle-class segments of 
the population. 

Concerning the social mission, it explicitly responds to a mutual inter- 
est among members, since it refers to job creation and income generation 
as a means of securing members’ livelihoods as well as those of their 
families. Consequently, the social mission hardly meets the interests of 
groups beyond the organisation’s members. Market resources from sales 
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are the main economic source sustaining cooperatives’ activities. Those 
organisations attempt to obtain the highest margin from their economic 
transactions. À minor proportion of reciprocity resources (e.g. local vol- 
untary work or donations from actors such as foundations) could be 
identified. By contrast, the presence of resources from redistribution, 
mostly under non-monetary forms (such as training services provided in 
the framework of public programmes), is rather significant. 

As regards the distribution of the revenue and surplus, the instituted 
norms among members respond to legal requirements as provided for 
in the LOEPS. In cooperatives, specific rules regulate the distribution of 
net income and surpluses. Those organisations must contribute to a so- 
called indivisible legal reserve fund, which serves to face economic con- 
tingencies. Contributions to this fund correspond to at least 50% of the 
annual surplus. Cooperatives are also constrained to contribute up to 
5% of their annual surplus to the Super-administration (SEPS). Besides 
those legal requirements, the most common practice regarding surplus 
distribution is to reinvest revenue in the organisation. Yet, net income 
is equally shared among cooperatives’ members in some specific cases 
(e.g. to increase motivation or to face crisis). 

Cooperatives appear to operate as jointly owned organisations, but 
within an indirect economic democracy framework, that is to say through 
setting up representative bodies. Indeed, the LOEPS requires that coop- 
eratives set up representation bodies for the decision-making process: a 
general assembly, a board of management and a supervisory board. Dur- 
ing assemblies, members elect—following the “one member, one vote” 
rule—the representatives to whom they delegate the decision-making 
power for the day-to-day management of the organisation. By doing so, 
members follow not only the national regulations regarding EPS, but also 
the principles defined by the International Cooperative Alliance (ACT).2 


2.3. Community-Based Organisations 


Community-based organisations are cooperative-like organisations 
rooted in the popular economy. Under the current legal framework, some 
of these initiatives are being registered as cooperatives, some as associa- 
tions; yet, most of them remain informal. Linked by a plurality of bonds 
based on family, ethnicity, culture or gender, members are workers, and 
the majority of workers are also members. The presence of paid work is 
negligible since those initiatives deliberately focus on limiting the use of 
hired labour force. Most members self-identify as being part of the lower 
middle class of the population, though amongst them, there are some 
who consider themselves as poor. 

Like cooperatives, community-based organisations seek to ensure the 
improvement of their members’ livelihoods through, in the terms of Sar- 
ria Icaza and Tiriba (2006), the use of the members’ workforce and of 
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available resources. One distinctive feature of this model, compared with 
the cooperative one, is that, beyond a common interest for income gen- 
eration among members, the mission here also targets other actors at the 
local level and occasionally tackles larger societal challenges. For exam- 
ple, some agricultural organisations relate their economic goal to the 
provision of collective services for improving not only the livelihood of 
their members, but also that of their community. They provide irrigation 
channels in rural areas for use by people in the community, regardless of 
their relation to the organisation (whether or not they are members). Ini- 
tiatives in the area of community-based tourism provide another example 
of organisations balancing more than one driver of economic activities: 
they deliberately combine the goal of improving their members’ income 
(local tourist guides and family hosts) with the purpose of promoting the 
consumption, by the tourists, during their stay, of organic products from 
local farmers and shops—a goal which is also related to an environmental 
challenge. In this regard, beyond market-driven aims, the purpose of these 
organisations embraces what Hillenkamp et al. (2013) describe as “com- 
munity embeddedness” (or “amplification of social capital”, in Evans and 
Syrett’s [2007] words) through durable relations with local actors. 

In addition, community-based organisations pursue members’ empow- 
erment, and this is a vital part of their mission. As highlighted by Lemaitre 
and Helmsing (2012: 754-755), “the economic activity in organisations 
[could appear] as a means to empower workers and for them to access 
citizenship [. . .] They gradually realise their capabilities by becoming 
aware of their reality of economic, social and political exclusion”. In fact, 
the participation of these initiatives in training programmes focused on 
professionalisation and *awareness-raising",!^ mostly linked to umbrella 
organisations (e.g. regional federations of producers) and networks 
(e.g. the Ecuadorian Fair Trade Coordination, or Coordinadora Ecuato- 
riana de Comercio Justo), might allow them to progressively gain access 
to the public sphere. 

As regards financial sustainability, members of community-based 
organisations identify the market as their main source of revenue. Initia- 
tives of this type are more likely than others to be linked to fair-trade 
circuits. Resources coming from redistribution and reciprocity relations 
are also significant for the fulfilment of the mission. Redistribution-based 
resources are generally mobilised in the form of training activities led 
by state officials or local NGOs, while reciprocity-based resources take 
forms such as the free provision of premises or diverse donations by the 
community (e.g. by the village church or neighbourhood councils). Inter- 
viewees declared that it seemed unlikely that their organisations might be 
able to access public monetary resources (e.g. grants or funding) under 
the current stringent conditions regarding credit guarantees. 

Concerning the allocation of revenue, it is distributed according to pro- 
ductivity, following criteria such as the number of hours worked or the 
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number of units produced, or according to specific conditions enshrined 
in (formal or informal) contracts. The possibility that a portion of income 
remains in the organisation (as a sort of accumulation) is not common 
among these initiatives. If there are surpluses at the end of the year, those 
resources are allocated to collective events organised for members and 
their families, and involving as well other actors in the community. 

As regards governance, and especially the decision-making power, 
community-based organisations appear to be willing to practice self- 
management. Cooperative principles are often put into practice by this 
type of initiatives, despite their not being formally registered as coopera- 
tives. In this regard, members express their will to achieve an active par- 
ticipation in the definition of the organisation’s mission and of the means 
to accomplish it. They also consider that participation should concern 
the sharing of knowledge (e.g. about customers, suppliers and support 
organisations, among other stakeholders). 


2.4. Organisations Embedded in Social Movements 


Organisations embedded in social movements—be they rooted in the 
popular economy or in the cooperative tradition—are engaged in the 
production and commercialisation of goods and/or services. The dis- 
tinctive feature of this type of organisation, compared with community- 
based initiatives, is their deep-rooted relation with social movements, but 
also with platforms and networks of actors pursuing an explicit political 
goal. Therefore, amongst their members, there are usually some intel- 
lectual activists. 

In this regard, as part of their social mission, organisations embed- 
ded in social movements target an ethical purpose. They tend to balance 
and integrate economic, social and political purposes and strategies. As 
Defourny and Nyssens (2017: 2483) state, “the general interest compo- 
nent may be considered to be embedded in the very nature of the pro- 
duction”. In this regard, we argue that economic organisations linked to 
grassroots social movements are more concerned with awareness about 
collective rights and capabilities for the common good in the medium and 
long term than with immediate and pragmatic interests (prioritised by the 
aforementioned other EPS types). This appears to be the case for producer 
associations linked to the agroecological movement, in which member- 
ship does not only entail advocacy for organisational benefits, but also a 
space to question the vision of development (Intriago et al. 2017). Various 
organisations of this type are members of the Ecuadorian Committee for 
the Defense of Nature and the Environment (Comité Ecuatoriano para la 
Defensa de la Naturaleza y el Medio Ambiente, or CEDENMA). 

Indeed, initiatives in this category are characterised by their politi- 
cal commitment; they might appear as new forms of collective action, 
pursuing an explicit project: the quest for social, economic and political 
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change. We further discuss this matter in section 2.6, which addresses the 
political goals that EPS initiatives might pursue. 

Compared with community-based organisations, initiatives embed- 
ded in social movements rely more on relations based on reciprocity 
(e.g. local donations) and (indirect) redistribution’ (e.g. public funding 
coming from international development cooperation, provided mostly by 
local social platforms) as a significant source of revenue. However, those 
organisations’ resource mix also includes an important proportion of 
market resources, arising from short circuits, and which play a significant 
role for their sustainability. In addition, like community-based organi- 
sations, initiatives embedded in social movements are not particularly 
dependent on national public grants. Their members consider that there 
are many obstacles, in terms of eligibility criteria, to accessing public 
monetary resources. 

Concerning decision-making processes, these organisations generally 
aim to operate according to self-management principles. Likewise, rev- 
enue is distributed here according to productivity and following particu- 
lar norms (formally or informally) instituted by the members. Potential 
surpluses (when existing) are allocated to funding activities supporting 
the organisation’s members, such as training programmes and technical 
assistance. 

Initiatives embedded in the Ecuadorian Movement of the Social and 
Solidarity Economy (MESSE) provide a good illustration of organisa- 
tions linked to the “social movements” tradition. In 2014, this platform 
brought together 1,300 members (both individual and collective popular- 
economy initiatives and support organisations), located in 15 of the 24 
Ecuadorian provinces. Members include organic producers (or produc- 
ers engaged in the transition towards organic production techniques), 
artisans, promoters of popular education, fishermen, community tourism 
initiatives, a housing cooperative, consumers and several NGOs. Their 
shared political discourse explicitly addresses social transformation. 
According to MESSE’s leaders, such transformation involves the formu- 
lation and dissemination of concrete proposals in participative forums at 
the local, national and regional levels (Andino 2017: 116). 


2.5. New Popular-Economy Ventures 


New popular-economy ventures mostly refer to urban undertakings and 
small family businesses, which are experiencing a formalisation process 
under the current institutional framework. As stated in a previous sec- 
tion (see section 1.4), these initiatives appear to pursue formalisation by 
adopting the legal form of associations in order to gain access to the 
benefits linked to public policies. 

These initiatives serve individual or group needs. Workers are not sys- 
tematically members and there is a significant presence of paid work. This 
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is the case, for example, for textile manufacturing ventures, in which work- 
ers have the status of employees. Production activities during the periods 
of state purchasing programmes (e.g. uniform-making for public schools) 
require a significant recourse to subcontracted or outsourced work. 

This model encompasses mostly market-driven initiatives. Members 
of newly formalised organisations tend to self-identify as incipient entre- 
preneurs willing to transit from subsistence conditions to a stage of eco- 
nomic growth. As regards their financial sustainability, members clearly 
identify resources originating in a redistributive relation (fees resulting 
from public purchasing programmes)! as essential for their operation. 
They do not mention the existence of reciprocity resources from the com- 
munity but identify householding relations as an important strategy for 
their subsistence, especially during periods of vulnerability (e.g. during 
periods in which there are no contracts with the state). 

Concerning governance, newly registered associations are legally 
obliged to set up democratic bodies (a board of management and a super- 
visory board elected by the general assembly). Yet, processes of decision- 
making usually do not involve all the members. Interviewees here describe 
a more pragmatic approach: members prefer to delegate power to a rep- 
resentative leader, who is tasked with assuming management responsi- 
bilities. In fact, as stated by Kervyn and Lemaitre (2018), principles of 
association might be combined with a capitalistic entrepreneurial logic, 
with a constant superposition of values. Moreover, there are no system- 
atic rules regulating the distribution of the net income. The actual prac- 
tice is that revenue is distributed according to the work performed by 
members. These initiatives are characterised by organisational volatility 
and by fragility in terms of both creating stable jobs and generating sta- 
ble income, and they do not (or barely) generate surpluses. However, it 
is important to highlight the fact that, in organisations having achieved 
sustained participation—at least nine months a year—in public purchase 
programmes, members often receive a monthly remuneration equivalent 
to the legal minimum wage (US$386/month for the year 2018). 

New popular-economy ventures self-identify as part of the EPS, along- 
side traditional cooperatives and popular organisations (be they rooted 
or not in social movements). For this new wave of undertakings, the EPS 
means the formal overarching category created by the state and through 
which it implements its intervention. In this regard, the mission of gener- 
ating jobs is considered by these organisations’ members as the element 
that legitimates their being part of the EPS. 


2.6. Public Dimension 


Political-type criteria (see table 5.1) appear necessary to characterise the 
EPS in Ecuador. These criteria refer to these organisations’ participa- 
tion in the public sphere, which involves external actors to discuss and 
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deliberate on common issues and to make decisions beyond the organisa- 
tion itself (Laville 2005). The public dimension of the solidarity economy 
might help avoid the separation that Habermas (1986) operates between 
the political and the economic spheres, and it might offer a scenario of 
co-construction of public action, which would thus no longer be pro- 
duced by the state alone but would also be driven by initiatives. This 
public dimension, as highlighted by Coraggio et al. (2015), concerns the 
pursuit of an explicit political goal, the creation of autonomous public 
spaces (based on proximity), and the participation of the organisations’ 
members in intermediate public spaces, eventually with a view to achiev- 
ing institutional change. 

As regards cooperatives, they are usually officially members of secto- 
rial federations (intermediate public spaces), which should make it possi- 
ble for them to engage in collective action in the public sphere. However, 
any political project might be threatened by an actual risk of co-optation 
of organisations’ leaders by governments or political parties. Those prac- 
tices are likely to hinder the preservation of organisations’ autonomy and 
democratic control by the members. Moreover, interviewees consider the 
pursuit of a political goal to be secondary to their economic and social 
objectives. Leaders from cooperatives who actively participated in the 
elaboration of the LOEPS consider this process as the historical concre- 
tisation of a political goal of institutional recognition. Nowadays, what 
remains of a political project might appear implicit, as it refers to facing 
challenges in members’ attempts to build collective action, and it is not 
necessarily shared by all the members. 

Members of community-based organisations and organisations embed- 
ded in social movements all declare to support the creation of autono- 
mous public spaces (e.g. producers/farmers’ markets) in which, besides 
carrying out trading activities, they discuss and deliberate on common 
concerns such as price policies, low levels of productivity, opportunities 
to engage in quality certification processes adapted to EPS, limited access 
to credit, limited administrative and accounting capabilities, among 
other issues. Such collective action might make it possible to continu- 
ously assess and redefine the organisational interests, and eventually to 
build a long-term political agenda. 

Members of community-based organisations identify the pursuit of 
a political goal among their organisational purposes. Yet, they make 
the pursuit of such goal conditional on the existence of relations with 
umbrella organisations and networks. Indeed, it seems that what defines 
and circumscribes the extent of any political project in community-based 
organisations is their interaction with intermediate structures willing 
to foster dialogue spaces with a plurality of actors (including public 
authorities), in which they advocate the organisations’ needs and aspi- 
rations. For example, popular banks (which collect members’ savings 
and then use them to lend to members) systematically tend to adhere, 
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in their discourse, to the critics made by social platforms regarding the 
exclusion of some people from the formal banking system. However, 
most intermediate structures might tend to defend the rights of a his- 
torically marginalised population, proposing short-term aid, rather than 
pursuing long-term aims for the common good. Concerning the rela- 
tion with umbrella organisations such as sectorial unions or federations, 
community-based initiatives describe a possible membership as being 
driven by the opportunity to access markets and training, and not by any 
political motivation. 

As concerns organisations embedded in social movements, their politi- 
cal goal is explicitly reflected in their ability to both create autonomous 
public spaces and participate in intermediate public spaces with policy- 
makers. Interviewees consider it as an important role of the organisation 
to seek iterative contacts with multiple actors outside the organisation 
(e.g. local public authorities) to discuss public issues. For instance, some 
women associations of handicraft production are embedded in the Ecua- 
dorian Popular Women Movement (Asamblea de Mujeres Populares 
del Ecuador), and organic-producer associations are embedded in the 
Ecuadorian Agroecological Movement (Colectivo agroecológico del 
Ecuador). By developing periodic encounters with social movements, 
these initiatives are able to translate their concerns for gender justice and 
agro-biodiversity (respectively) into practical local action. Those move- 
ments play a role of political lobbying for the initiatives, relaying actors” 
demands and proposals into the public sphere. Organisations of this type 
might also have a transnational dimension (Scarlato 2013), due to the 
contribution their members make to the regional debate on poverty and 
the Millennium Development Goals (MDGs) agenda. 

It should be noted that nowadays there is a variety of networks and 
social platforms encompassing EPS initiatives; yet they have not so far 
constituted a unified political movement, nor have they achieved a collec- 
tive identity. Their opening up to deliberative processes risks remaining 
limited to the level of their member organisations themselves, without 
a constant participation of policymakers in local, regional or national 
public spaces. 

Most of the new popular-economy ventures are not likely to be linked 
to intermediate structures such as federations and social platforms. They 
do not have either any goal of political participation, since they are not 
rooted in their territory—according to Hess (2004), being rooted in a 
territory goes beyond the fact of sharing a common geographical loca- 
tion and involves community embeddedness. Interviewees here declare 
to sometimes engage in direct discussions with state officials regarding 
their participation in public programmes, particularly ex-ante and dur- 
ing the intervention. These articulations seem to follow a pragmatic logic 
and not to result from an explicit political motivation. Thus, faced with 
uncertainties regarding possible changes in public procurement policies, 
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Table 5.3 Examples of EPS initiatives in Ecuador by models and fields of activity 


Models | Type 1 Type 2 Type 3 Type 4 
Cooperatives Community- Organisations New popular- 
based embedded economy 
F ields organisations in social ventures 
of activity movements 
Producton Agricultural Craft _ Economic Family venture, 
production manufacturing circuit textile 
cooperative association based on manufacturing 
(usually agroecology association 
operating in 
a fair-trade 
circuit) 
Services Housing Community Association Family venture 
cooperative tourism aimed at involved 
project popular in catering 
education or cleaning 
services 
Finance Savings and Popular bank Social _ 
credit currency 
cooperative exchange 
device 


Source: The authors. 


new popular-economy ventures have recently undertaken, under the tute- 
lage of IEPS and the National Department for Public Procurement (Ser- 
vicio de Contratación Publica, or SERCOP), the creation of so-called 
EPS networks and regional EPS chambers. The aim of these actions is 
to formally bring together registered associations; however, it remains 
to verify whether these networks and chambers respond to the organisa- 
tions’ motivation or to a proactive initiative on the part of current public 
authorities. 

Table 5.2 sums up the characteristics of each type of EPS organisation 
according to the aforementioned criteria. 

These models can be illustrated in different fields of economic activ- 
ity. Table 5.3 presents examples of EPS initiatives in the Ecuadorian 
landscape. 


Conclusion 


Through this chapter, we highlighted the relevance of a historical 
approach to characterise the EPS in Ecuador. Indeed, this perspective led 
us to identify some significant trajectories followed by organisations in 
their attempts to achieve recognition and to find their place in the cur- 
rent field of public-policy design. The process of EPS institutionalisation 
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appeared to be dynamic and to be a long-term one. It results from rela- 
tions of mutual influence between different categories of actors: EPS 
organisations, intermediate structures (operating in the public sphere) 
and state authorities. 

Our findings suggest that different types of organisation, having 
evolved along different institutional trajectories, all recognise themselves 
nowadays as part of the EPS. As regards the participation of these organi- 
sations in the field of public-policy design, although the LOEPS itself 
could be pointed out as the result of long-lasting bottom-up relations 
involving different categories of actors, the current policymaking derived 
from this law is underpinning a top-down intervention. Two major issues 
could be at stake in this regard. 

First, particular public programmes (such as calls for tenders targeting 
EPS potential providers) are resulting in the creation of a new wave of 
organisations, less identified with a democratic project, and reshaping the 
existing ones. There appears to be a risk of institutional isomorphism as 
organisations tend to mimic the dominant institutional norms regarding 
operation, management and governance, because this could enable them 
to fulfil the expectations of their key stakeholders (Gordon 2015)—in 
the Ecuadorian case, governmental authorities that define the eligibility 
criteria to get access to resources. Secondly, these interventions might be 
over-stimulating the mobilisation of market and redistribution resources 
to the detriment of reciprocity and householding relations. This is contra- 
dictory to the official acknowledgement of economic pluralism (related to 
the notion of Buen vivir). 

Through this chapter, we also aimed to provide a first contribution to a 
classification of EPS organisations that would go beyond the current legal 
classification established by the LOEPS since 2011. The origins of each of 
the categories are related to a specific institutional trajectory, which also 
shaped a particular profile. In order to further support our typology, we 
carried out—in addition to the historical overview—an examination of 
the organisations’ practices at the micro level that completed what actors 
shared in their discourses. Adopting such perspective, we put forward a 
typology distinguishing four types of EPS initiatives in the Ecuadorian 
context. It should be noted that, rather than defining clear-cut frontiers 
between the different categories, this contribution aims to emphasise 
some particular traits about what practitioners portray as EPS. These 
features give insights into the economic, social and governance dimen- 
sions put forward by the EMES approach (Defourny and Nyssens 2012, 
2017) and feed into the debate some criteria developed by Coraggio 
et al. (2015) regarding solidarity economy’s political dimension, with a 
view to grasping how EPS organisations interact with their institutional 
environment. 

We hope that our proposal of an EPS typology may contribute to a 
deeper understanding of the diversity of initiatives combining economic, 
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social and political aims in Ecuador. The challenge remains to continue 
developing more exhaustive empirical research on both the evolving 
institutional contexts in which the EPS is being institutionalised and the 
logics, practices and strategies of these forms of organisations, including 
their ability to become embedded in public action. 


Notes 


1 


However, there is a recent opening up to the term of “social entrepreneur” 
as a label promoted by business incubation programmes undertaken by pri- 
vate companies, which includes projects addressing both economic and social 
goals. These projects are mostly for-profit start-ups. 

The question of institutionalisation refers to what brings about the stabili- 
sation and recurrence of particular socio-economic practices (Salamon and 
Anheier 1998). Scholars (e.g. Castelao Caruana and Srnec 2012) point out 
that the phenomenon of institutionalisation includes, in particular, the build- 
ing process of legislation and state apparatus as part of the environment 
in which organisations operate. Most of the actual research following the 
solidarity-economy approach focuses on the various ways in which organisa- 
tions adopt legal frameworks and, to a lesser extent, on the ways in which 
those organisations modify their institutional environment (Ruiz-Rivera and 
Lemaitre 2017). 

The EPS also includes individual undertakings. However, this last subcat- 
egory remains unclear in terms of operationalisation within the current legal 
framework. 

According to Hübenthal (1987), the number of cooperatives rose from 2,280 
organisations operating in 1963 to 4,378 cooperatives in 1972. 

Between 1973 and 1982, the number of members of credit unions increased 
from 87,000 to 445,000 (Miño 2013). However, it should be kept in mind 
that one person can be a member of several unions simultaneously. 

Under the impulse of the Washington Consensus, deregulation reforms in the 
financial system led to the bankruptcy of 20 banks out of 27 (Jácome et al. 
2004). 

Poverty levels increased by 12.8% between 1995 and 1999; the share of poor 
in the population reached 52.2%. This increase could be correlated to fac- 
tors such as the effects that “El Nifio” had on Ecuador in 1998 and the 
1999 banking crisis. Regarding incomes, between 1990 and 2006, the first 
eight deciles of the population experienced a reduction of their income level; 
households belonging to the ninth decile kept their share of income at 16.2%, 
while the richest decile saw their incomes increase, from 35.5% to 41.8% of 
the country’s total income (Ramírez 2008). 

The dismissal of President Abdala Bucaram by the Congress and the popular 
protests of 1997 led to a series of weak brief governments: in 2000, after 
one year and a half of term of office, President Jamil Mahuad was ousted 
by a civilian-military coup d’état. Then in 2005, popular protests overthrew 
President Lucio Gutiérrez after two years in office. Among the arguments 
explaining those episodes, Blake and Morris (2009) point out the exclusion, 
from public action, of important segments of the population, corruption and 
patronage. 

Buen vivir, or Sumak Kawsay, is a polysemic concept, still contested and 
under construction in the scientific literature. It carries out alternative propo- 
sitions to the dominant notion of development—based on material well-being 
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and anthropocentrism—integrating indigenous cosmovisions that understand 
well-being as the harmony between humans and the natural environment 
(Gudynas 2011). 

In order to be registered as providers, EPS manufactures must prove that 
(1) their production takes place within the territory where the demand is 
expressed (i.e. at least 50% of raw material and inputs come from the prov- 
ince where the order is placed); (2) they have the equipment and workforce 
necessary to meet the demand; (3) they function legally. The total amount of 
goods demanded through the public call is distributed according to the pro- 
duction capacity of several available organisations. One single organisation is 
usually not able to fully meet the demand, so another organisation from the 
catalogue is randomly added. Such procedure is repeated until the demand is 
fully met; the allocation procedure is then automatically closed. 

Between June 2015 and December 2016, 3,301 organisations were regis- 
tered, 93% of which were associations that might potentially participate as 
providers in the inclusive purchase catalogue (SEPS 2018). 

Those principles are: voluntary and open membership; democratic member 
control; member economic participation; autonomy and independence; edu- 
cation, training and information; cooperation among cooperatives; and con- 
cern for community. 

By December 2017, there were 9,651 registered associations (66% operating 
in the field of production, 34% in the field of services) (SEPS 2018). 

By “awareness-raising” (sensibilización), the actors refer to those train- 
ing activities focusing on acquiring awareness of what makes participation 
possible. 

Redistribution includes what Lemaitre and Helmsing (2012: 750) call “del- 
egated redistribution”, that is, public funds coming from international coop- 
eration and targeted at economic initiatives in the South through support 
to local organisations. Moreover, when support to those organisations is 
financed by the capital of the international civil society (e.g. NGOs in the 
North), the authors call it “voluntary redistribution”. Indeed, although this 
support is not collected in a compulsory way, it is not reciprocity since those 
resources are not related to symmetric relations between those giving and 
those receiving. It rather has to do with the centrality that is characteristic 
of redistribution: the resources are collected by a central entity, which then 
allocates them according to some criteria. 

Markets whose functioning is not based on the “supply-demand-price” 
mechanism but on patterns of reciprocity or redistribution can exist. In 
Polanyi’s substantive theory, exchange and market are not coextensive; they 
have independent empirical characteristics, to be studied separately (Polanyi 
1944, cited by Hillenkamp 2009: 36-38): a demand group, a supply group 
(both necessarily present in “price-creating markets”, but not systematically 
in other configurations; e.g. an auction entails a group of bidders, but only 
one offeror); the exchange rate (a more general category for the price) that 
may be fixed or variable (the latter established by bargaining mechanisms); 
and the existence (or not) of competition. In the case of public procurement 
programmes, there is a supply group (EPS organisations), but only one peti- 
tioner (a central entity). Moreover, although organisations receive revenues in 
exchange for the provision of goods or services (market relation), prices are 
standardised and not the result of competition among providers. Actually, all 
registered organisations can potentially be assigned a contract. The relation 
here is what is called “decisional exchange” and is aimed at democratising 
public resources. 


Ecuador 165 
References 


Acosta, A. (2010) “El Buen Vivir en el camino del post-desarrollo. Una lectura 
desde la Constitución de Montecristi”, Policy Paper, No. 9, Quito: Fun- 
dación Friedrich Ebert. Available HTTP: http://library.fes.de/pdf-files/bueros/ 
quito/07671.pdf. 

Andino, V. (2017) “De palabras con poder y acciones con libertad. Análisis de los 
posibles efectos del marco legal en el sector de la economia popular y solidaria 
en el Ecuador y propuestas para seguir actuando en libertad”, in Fernandez 
Villa, M., Guridi Aldanondo, L. & Jubeto, Y. (eds) Politicas públicas territo- 
riales para la economia social y solidaria en Loja, Bilbao: Hegoa, pp. 11-145. 

Bauwens, T. & Lemaitre, A. (2014) “Popular economy in Santiago de Chile: State 
of affairs and challenges”, World Development, Vol. 64, pp. 65-78. Available 
HTTP: https://doi.org/10.1016/j.worlddev.2014.05.015. 

Becker, M. (2011) “Correa, indigenous movements, and the writing of a new con- 
stitution in Ecuador”, Latin American Perspectives, Vol. 38, No. 1, pp. 47-62. 
Available HTTP: https://doi.org/10.1177/0094582X10384209. 

Bidet, É. (2003) “Linsoutenable grand écart de l'économie sociale. Isomorphisme 
institutionnel et économie solidaire”, Revue du MAUSS, Vol. 21, No. 1, 
pp. 162-178. Available HTTP: https://doi.org/10.3917/rdm.021.0162. 

Blake, C. H. & Morris, S. D. (2009) Corruption and Democracy in Latin Amer- 
ica, Pittsburgh: University of Pittsburgh Press. 

Calvo, S. & Morales, A. (2013) “The social and solidarity economy in Ecuador: 
Opportunities and challenges”, Working Paper, Quito: Living in Minca. Avail- 
able HTTP: http://base.socioeco.org/docs/minca_ecuador.pdf. 

Castelao Caruana, M. E. & Srnec, C. C. (2012) “Public policies addressed to 
the social and solidarity economy in South America: Toward a new model?”, 
Voluntas: International Journal of Voluntary and Nonprofit Organizations, 
Vol. 24, No. 3, pp. 713-732. Available HTTP: https://doi.org/10.1007/ 
s11266-012-9276-y. 

Clark, A. K. & Becker, M. (2007) “Indigenous peoples and state formation in 
modern Ecuador”, in Clark, A. K. & Becker, M. (eds) Highland Indians and 
the State in Modern Ecuador, Pittsburgh, PA: University of Pittsburgh Press, 
pp. 1-21. 

Coque Martínez, J. (2001) “El cooperativismo rural en zonas desfavorecidas: una 
panorámica de los orígenes y situación actual en África, Asia y los antiguos 
países socialistas del este de Europa”, Cuadernos de Desarrollo Rural, No. 47, 
Pontificia Universidad Javeriana. 

Coraggio, J. L. (1999) “La economía popular es más que la suma de micropro- 
yectos”, Política y Sociedad, Vol. 31, pp. 133-141. 

Coraggio, J.-L. (2015) “Léconomie sociale et solidaire et son institutionnali- 
sation en Amérique latine: cinq pays, cinq processus”, Revue Française de 
Socio-Economie, Vol. 15, No. 1, pp. 233-252. Available HTTP: https://doi. 
org/10.3917/rfse.015.0233 

Coraggio, J. L., Eynaud, P., Ferrarini, A., de França Filho, G. C., Gaiger, L. L, 
Hillenkamp, I. & Wanderley, F. (2015) *The theory of social enterprise and 
pluralism: Solidarity-type social enterprise", in Laville, J-L., Young, D. R. & 
Eynaud, P. (eds) Civil Society, the Third Sector and Social Enterprise: Govern- 
ance and Democracy, London and New York: Routledge, pp. 234-249. 


166 Ruiz-Riuera and Lemaitre 


Coraggio, J. L. & Laville, J-L. (eds) (2014) Reinventar la izquierda en el siglo 
XXI: bacia un diálogo Norte-Sur, Los Polvorines: Universidad Nacional de 
General Sarmiento. 

Da Ros, G. (2007) “El movimiento cooperativo en el Ecuador. Visión histórica, 
situación actual y perspectivas”, CIRIEC-España, Revista de Economia 
Publica, Social y Cooperatiua, No. 50, pp. 249-284. 

De la Torre, C. & Ortiz Lemos, A. (2015) “Populist polarization and the slow 
death of democracy in Ecuador”, Democratization, Vol. 23, No. 2, pp. 221- 
241. Available HTTP: https://doi.org/10.1080/13510347.2015.1058784. 

Defourny, J. & Nyssens, M. (2012) “The EMES approach of social enterprise 
in a comparative perspective”, EMES Working Papers, No. 12/03, EMES 
Network. 

Defourny, J. & Nyssens, M. (2017) “Fundamentals for an international typology 
of social enterprise models”, Voluntas: International Journal of Voluntary and 
Nonprofit Organizations, Vol. 28, No. 6, pp. 2469-2497. 

Disney, J. L. & Williams, V. S. (2014) “Latin American social movements and 
a new left consensus: State and civil society challenges to neoliberal globali- 
zation”, New Political Science, Vol. 36, No. 1, pp. 1-31. Available HTTP: 
https://doi.org/10.1080/07393148.2013.864897. 

Ellner, S. (2012) “The distinguishing features of Latin America's new left in power: 
The Chavez, Morales, and Correa governments”, Latin American Perspec- 
tives, Vol. 39, No. 1, pp. 96-114. Available HTTP: https://doi.org/10.1177/ 
0094582X11425333. 

Escobar, A. (2010) “Latin America at a crossroads: Alternative moderniza- 
tions, post-liberalism, or post-development?” Cultural Studies, Vol. 24, No. 1, 
pp. 1-65. Available HTTP: https://doi.org/10.1080/09502380903424208. 

Espinosa, B. (2010) Agir dans une pluralité de mondes: le cas du commerce équi- 
table en Équateur, Louvain-la-Neuve: Presses universitaires de Louvain. 

Ettlinger, N. 67 Hartmann, C. D. (2015) “Post/neo/liberalism in relational per- 
spective”, Political Geography, Vol. 48, pp. 37-48. Available HTTP: https:// 
doi.org/10.1016/j.polgeo.2015.05.009. 

Evans, M. & Syrett, S. (2007) “Generating social capital? The social economy 
and local economic development”, European Urban and Regional Stud- 
ies, Vol. 14, No. 1, pp. 55-74. Available HTTP: https://doi.org/10.1177/096 
9776407072664. 

Gordon, M. (2015) “A typology of social enterprise ‘Traditions ”, Working 
Paper, No. 18, p. 36. Available HTTP: http://iap-socent.be/sites/default/files/ 
Theory%20-%20Gordon.pdf. 

Gudynas, E. (2011) “Buen Vivir: Today's tomorrow”, Development, Vol. 54, 
No. 4, pp. 441-447. Available HTTP: https://doi.org/10.1057/dev.2011.86. 
Gui, B. (1991) “The economic rationale for the “third sector” ”, Annals of Public 
and Cooperative Economics, Vol. 62, No. 4, pp. 551-572. Available HTTP: 

https://doi.org/10.1111/j.1467-8292.1991.tb01367.x. 

Habermas, J. (1986) L’espace public: Archéologie de la publicité comme dimen- 
sion constitutive de la société bourgeoise (M. de Launay, Trans.), Paris: Payot. 

Hess, M. (2004) “‘Spatial’ relationships? Towards a reconceptualization of 
embeddedness”, Progress in Human Geography, Vol. 28, No. 2, pp. 165-186. 
Available HTTP: https://doi.org/10.1191/0309132504ph4790a. 


Ecuador 167 


Hillenkamp, I. (2009) *Formes d'intégration de l'économie dans les démocra- 
ties de marché: une théorie substantive à partir de l'étude du mouvement 
d'économie solidaire dans la ville d'El Alto (Bolivie)", doctoral dissertation, 
Geneva: Université de Genéve. 

Hillenkamp, I., Lapeyre, F. & Lemaitre, A. (2013) Securing Livelihoods: Infor- 
mal Economy Practices and Institutions, Oxford: Oxford University Press. 

Hiibenthal, D. (1987) “Ecuador”, Perspectiva Económica, Vol. 22, No. 57, 
pp. 311-360. 

Intriago, R., Gortaire, R., Bravo, E. & O’Connell, C. (2017) “Agroecology in 
Ecuador: historical processes, achievements, and challenges”, Agroecology and 
Sustainable Food Systems, Vol. 41, No. 3-4, pp. 311-328. Available HTTP: 
https://doi.org/10.1080/21683565.2017.1284174 

Jácome, H., Ferraro, E. & Sánchez, J. (2004) Microfinanzas en la economía ecu- 
atoriana: una alternativa para el desarrollo, Quito: FLACSO. 

Jácome, H.  Ruiz-Rivera, M. J. (2013) “El sector económico popular y soli- 
dario en Ecuador: Diagnóstico y modelo de supervisión”, in Intendencia de 
Estadísticas y Estudios (ed.) Estudios sobre Economía Popular y Solidaria, 
Quito: SEPS, pp. 101-144. 

Kervyn de Lettenhove, M. & Lemaítre, A. (2018) “Micro-entreprises du sect- 
eur informel dans le Mono (Bénin): vers un approfondissement á travers une 
approche d'économie populaire”, Mondes en développement, Vol. 181, No. 1, 
pp. 11-25. Available HTTP: https://doi.org/10.3917/med.181.0011 

Laville, J-L. (2005) “Action publique et économie: un cadre d'analyse”, in 
Laville, J-L., Magnen, J-P., De França Filho, G. C. & Medeiros, A. (eds) Action 
publique et économie solidaire, Ramonville Saint-Agne: Erés, pp. 17-46. 

Lemaitre, A. (2009) Organisations d’économie sociale et solidaire. Lecture de 
réalités Nord et Sud à travers l'encastrement politique et une approche plurielle 
de l'économie, Louvain-la-Neuve: Presses universitaires de Louvain. 

Lemaitre, A. & Helmsing, A. H. J. (2012) “Solidarity economy in Brazil: Move- 
ment, discourse and practice analysis through a Polanyian understanding of 
the economy”, Journal of International Development, Vol. 24, No. 6, pp. 745- 
762. Available HTTP: https://doi.org/10.1002/id.2865. 

Lemaitre, A., Richer, M. & Franca Filho, G. (2011) “Léconomie solidaire face 
à P'État en Amérique latine: Les dynamiques contrastées du Brésil et du Ven- 
ezuela”, Tiers-Monde, Vol. 208, No. 4, pp. 159-175. Available HTTP: https:// 
doi.org/10.3917/rtm.208.0159. 

Mills, N. (1989) “El cooperativismo en el Ecuador”, in Cooperativismo Lati- 
noamericano: antecedentes y perspectivas, Santiago de Chile: CEPAL, Comisión 
económica para América latina y el Caribe (CEPAL), p. 371. 

Miño, W. (2013) Historia del cooperativismo en el Ecuador, Quito: Ministerio de 
coordinación de la Politica Económica. 

Molyneux, M. (2008) “The ‘Neoliberal Turn’ and the new social policy in Latin 
America: How neoliberal, How new? The neoliberal turn and the new social 
policy in Latin America”, Development and Change, Vol. 39, No. 5, pp. 775- 
797. Available HTTP: https://doi.org/10.1111/.1467-7660.2008.00505.x. 

Muriel, P. (2012) “Cambio de época, la Economia Popular y Solidaria y el Sec- 
tor Financiero Popular y Solidario tienen su propia ley”, Actuar En Mundos 
Plurales, Vol. 8, pp. 27-28. 


168 Ruiz-Riuera and Lemaitre 


Nelms, T. C. (2015) “The problem of delimitation: Parataxis, bureaucracy, and 
Ecuador’s popular and solidarity economy”, Journal of the Royal Anthropo- 
logical Institute, Vol. 21, No. 1, pp. 106-126. Available HTTP: https://doi. 
org/10.1111/1467-9655.12149. 

Oleas, J. (2016) “La economia social y solidaria en el Ecuador: una mirada 
institucional”, in Rhon, F. (ed.) Economía solidaria. Historias y prácticas de su 
fortalecimiento, Quito: SEPS, Vol. 4, pp. 51-81. 

Polanyi, K. (1944) The Great Transformation, New York: Farrar & Rinehart. 

Ramírez, R. (2008) Igualmente pobres, desigualmente ricos, Quito: Programa de 
las Naciones Unidas para el Desarrollo. 

Razeto, L. (1984) Economía de solidaridad y mercado democrático, Santiago de 
Chile: PET. 

Ruiz-Rivera, M. J. (2014) “El sistema de Caja Común y el cooperativismo”, 
Apunte, No. 1, Quito: Superintendencia de Economía Popular y Solidaria, 
p. 14. Available HTTP: www.seps.gob.ec/c/document library/get file?uuid- 
94b227c9-8a8f-447£-8895-c503b3337b06&groupld=613016. 

Ruiz-Rivera, M. J. & Lemaitre, A. (2017) “Institutionnalisation de l'économie 
populaire et solidaire en Équateur: une lecture historique de l'encastrement 
politique des organisations", Mondes en développement, Vol. 179, No. 3, 
pp. 137-152. Available HTTP: https://doi.org/10.3917/med.179.0137. 

Salamon, L. M. & Anheier, H. K. (1998) *Social origins of civil society: Explain- 
ing the nonprofit sector cross-nationally”, Voluntas: International Journal of 
Voluntary and Nonprofit Organizations, Vol. 9, No. 3, pp. 213-248. Available 
HTTP: https://doi.org/10.1023/A:1022058200985. 

Sarria Icaza, A. M. & Tiriba, L. (2006) “Economie populaire", in Laville, J-L. & 
Cattani, A. D. (eds) Dictionnaire de l'autre économie, Paris: Gallimard, 
pp. 258-268. 

Scarlato, M. (2013) *Social enterprise, capabilities and development paradigms: 
Lessons from Ecuador", Journal of Development Studies, Vol. 49, No. 9, 
pp. 1270-1283. Available HTTP: https://doi.org/10.1080/00220388.2013. 
790962. 

SEPS (2018) *Una mirada al desarrollo de la economía popular y solidaria", 
Boletín, No. 12, Quito: Superintendencia de Economía Popular y Soli- 
daria, p. 10. Available HTTP: www.seps.gob.ec/documents/20181/455927/ 
Boletín+SEPS+12.pdf/b552608c-d049-442e-44d3-f14131223cde?version=1.0. 

Singer, P. (2000) “Economía dos setores populares: proposta e desafio”, in Kray- 
chete, G. 8Z Costa Lara, B. (eds) Economia dos setores populares: entre a reali- 
dade e a utopia, Petrópolis: Vozes. 

Stoessel, S. (2014) “Giro a la izquierda en la América Latina del siglo XXI: Revis- 
itando los debates académicos”, Polis (Santiago), Vol. 13, No. 39, pp. 123- 
149. Available HTTP: https://doi.org/10.4067/S0718-65682014000300007. 

Wanderley, F., Sostres, F. & Farah, I. (2015) La economía solidaria en la economía 
plural. Discursos, prácticas y resultados en Bolivia, La Paz: Plural Editores. 

Yates, J. S. & Bakker, K. (2014) “Debating the ‘post-neoliberal turn’ in Latin 
America”, Progress in Human Geography, Vol. 38, No. 1, pp. 62-90. Avail- 
able HTTP: https://doi.org/10.1177/0309132513500372. 


6 Social Enterprise in Mexico 
Origins, Models and Perspectives 


Sergio Paramo-Ortiz 


Introduction 


Although the term “social enterprise” (empresa social) is not commonly 
used by the general public in Mexico, in the last decade, some actors from 
different sectors of society—including a few government entities, a grow- 
ing number of universities, researchers and organisations from the private 
and third sectors—have increasingly incorporated it into their agendas 
and in their official communication, publications, reports and calls. 

Fieldwork shows that, although no consensus exists about the meaning 
of the term, these actors largely coincide on two common attributes of 
the entities embodying it. First, in one way or another, all social enter- 
prises aim to contribute to solving social and/or environmental problems. 
Secondly, they also aim to generate the majority of their income through 
an economic activity. However, when asked about the types of organisa- 
tion that embody these two attributes, actors refer to different kinds of 
initiatives; these differences are mainly rooted in the different schools 
of thought—or, in other words, to the different stances from which the 
various types of entities operationalise their solutions to social/environ- 
mental issues. 

Other concepts sharing certain attributes with that of social enterprise 
(SE) are also present in the country, such as the concepts of impact busi- 
ness (negocio de alto impacto) (INADEM 2013), social business (negocio 
social) (Yunus Centre 2014), social entrepreneurship (emprendimiento 
social) (Conway and Davila 2018; Portales 2018), community enterprise 
(empresa comunitaria) (Orozco-Quintero and Davidson-Hunt 2010), 
social economy (economia social) (Conde Bonfil 2016) and solidarity 
economy (economia solidaria) (Oulhaj 2015). 

This diversity in terms of nomenclature and understandings around 
the social-enterprise concept is also tangible in academic research pro- 
duced on this topic. Conde Bonfil (2013, 2016), in a pioneering research, 
approached the analysis of social enterprise from a social-economy per- 
spective, more specifically analysing the relevance of the legal frame- 
work for the social economy in Mexico. Vázquez-Maguirre and Portales 
(2014) addressed the topic from an indigenous perspective, analysing the 


170 Páramo-Ortiz 


mechanisms implemented by indigenous social enterprises to support the 
sustainable development of their communities. Orozco-Quintero and 
Davidson-Hunt (2010) analysed social enterprise from the perspective 
of the commons and their relation to indigenous enterprises. Wulleman 
and Hudon (2016) used the typology put forward by Zahra et al. (2009) 
to classify social entrepreneurships in Mexico. More recently, seventeen 
authors, coordinated by Conway and Dávila (2018), addressed the topic 
from the perspective of social entrepreneurship, developing a compen- 
dium of the multifaceted expressions of the phenomenon in Mexico. 

The diversity of understandings is also visible in non-academic research 
and public communication from government entities. With a view to dis- 
closing the causes that lead Mexican social enterprises to fail, the Failure 
Institute (2017) analysed social enterprises using the conceptual frame- 
work put forward by the Schwab Foundation for Social Entrepreneur- 
ship (2016). This approach, which is built around individuals combining 
traditional business practices with innovation and accountability prac- 
tices to address other people's social problems, is contrasting with the 
official communication of the National Institute of the Social Economy 
(Instituto Nacional de la Economía Social, or INAES), which also uses 
the term “social enterprise” but to refer to those enterprises rooted in the 
social economy (see chapter 7 in the present volume). 

As a consequence of the above, a heterogeneous understanding of 
the social-enterprise term and of those related prevails in Mexico, and 
studies, reports, books and peer-reviewed publications on this organisa- 
tional phenomenon uphold a collection of diverse—and, in some cases, 
contrasting—visions of what social enterprises represent, and of the types 
of economic and social activities they are meant to perform. 

The general social and economic background in Mexico is that of an 
increasingly adverse national context. Among the many problems, the 
most pressing ones are the immovable high rates of multidimensional 
poverty, with 53.4 out of 122.5 million people living under the poverty 
line (CONEVAL 2016); the high rates of income inequality and other 
types of inequalities, which place Mexico in the first quartile at global 
level in terms of income inequality (Esquivel 2015); the stagnating and 
precarious salaries, with more than half of the wage-earning population 
living under the monetary poverty line; and the loss of purchasing power 
of the salaries (between 2012 and 2017, the purchasing power of work- 
ers with a university degree decreased by 14.4%; see Teruel et al. 2018). 
On top of that, the violence associated to drug cartels—and which some 
observers link to the government's controversial anti-drug strategy— 
skyrocketed; it reached a peak in 2017, with 70 murders a day on aver- 
age; in total, between 2007 and 2018, the death of almost 250,000 peo- 
ple could be linked to confrontations among drug cartels and between 
these and the army (Tierrablanca and Lara 2018). Finally, the high rates 
of corruption in the government, at all levels, place Mexico among the 
20 countries with the most corrupt public officers, out of 102 countries 
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analysed in a large study on this topic (World Justice Project’s Research 
Team 2015). Paradoxically, Mexico is today the fifteenth largest econ- 
omy in the world in terms of GDP, with an average annual growth rate of 
2.37% in the last two decades (World Bank 2018). 

The objective of this chapter is to go beyond the observed diversity of 
terminology and understandings to present some major SE models which 
coexist in Mexico. Using an empirical approach, the chapter attempts 
to better understand these models from the point of view of both their 
organisational dimension and their institutional context. The analysis 
builds on primary data from 45 semi-structured interviews conducted 
with stakeholders of the SE sector; it also relies on secondary data, com- 
posed by publicly available grey and peer-reviewed literature, and mate- 
rial handed over by the interviewees. Based on the analysis of these data, 
four SE types appear to emerge prominently in Mexico: 


* private enterprises owned and controlled by social entrepreneurs 
who rely on innovation to create a product or a service with the 
objective of addressing a social issue through a market-based busi- 
ness model; 

e collective organisations with a land-based identity, which origi- 
nate from and are embedded in the social structure of indigenous 
communities; 

° non-profit organisations that develop economic activities to comple- 
ment their sources of income; 

° collective organisations that operate under the principles and values 
of the social economy, and which emerge from a collective effort of 
a group of members with the primary purpose of creating social ben- 
efits for themselves. 


The organisational attributes of the first three models are drawn using 
the three dimensions of the EMES “ideal type” of SE (Defourny and Nys- 
sens 2012); in other words, each model is characterised from the point 
of view of its social, economic/entrepreneurial and governance dimen- 
sions. Each model’s institutional context is also depicted, tracing back 
the institutional forces behind its emergence in Mexico and around its 
current state of existence. Finally, the challenges, limitations and threats 
that each model faces are exposed. The fourth model, i.e. the one linked 
to the social economy, is analysed in the next chapter, by Conde Bonfil 
and Oulhaj.' 


1. Market-Oriented Social Businesses 


In Mexico, three understandings of the “market-oriented social business” 
approach can be identified: the “Yunus-inspired social business” under- 
standing, the “impact business/social start-up” understanding and the “B 
Corp” understanding. The different meanings are compared in table 6.1. 
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Such social enterprises are private businesses created by a (group of) 
social entrepreneur(s) operating under the market conventions and who aim 
primarily to contribute to solving a social or environmental issue through 
the commercialisation of a product or a service. In such perspective, the 
terms “social enterprise” and “social entrepreneur” are closely linked. The 
process of designing, prototyping and then validating in the field the effec- 
tiveness of the product or service proposed by the social entrepreneur is 
known as social entrepreneurship. This last term is sometimes used as a 
synonym of that of social enterprise. Yet, for others, “social entrepreneur- 
ship” does not necessarily incorporate a commercial dimension. 


1.1. Context and Origin 


In the last decade, a booming network of organisations supporting this 
type of social enterprise has emerged in Mexico. The pioneer in this regard 
was Ashoka, which started operating in the country in 1987, introduc- 
ing the “social entrepreneurship” concept such as it is understood by Bill 
Drayton. In 2004, New Ventures (NV), originally from the USA, estab- 
lished itself in Mexico with the aim to provide support to environmen- 
tally driven businesses. In 2006, inspired by Prahalad’s book (Prahalad 
2006), NV broadened its scope to support socially oriented businesses. In 
the following years, an array of other national and foreign actors (mostly 
from the US) emerged or started operating in Mexico. Between 1987 
and 2018, some 30 organisations—umbrella organisations, networks, 
platforms, impact-investment funds, incubators, consultancy firms, 
knowledge networks and specialised media—appeared in the country. 
Organically, they configured themselves as a support network for social 
entrepreneurs. Today, they fulfil the functions of an SE ecosystem. 

Academia has also played an important role in the shaping of the field. 
In the last decade, top universities have actively joined the ecosystem, 
creating social-business labs, academic programmes, research centres and 
even whole new teaching divisions, such as the School of Social Entrepre- 
neurs of the National Autonomous University of Mexico, set up in 2012. 
In 2001, the Monterrey Institute of Technology and Higher Education 
(ITESM) joined, as a founding member, the Social Enterprise Knowledge 
Network (SEKN)—a research network initiated by Prof. James E. Austin 
from the Harvard Business School that brings together business schools 
from leading universities of Ibero-America. In 2018, two Yunus centres 
opened in the north of Mexico (University of Monterrey and University 
of Baja California). 

As far as governmental institutions are concerned, in 2012, the fed- 
eral government created, through the Ministry of Economy, the National 
Institute of the Entrepreneur (Instituto Nacional del Emprendedor, or 
INADEM). Bringing in a different vision of support to micro and small 
enterprises, the government’s new approach shifted from support to 
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entrepreneurship by sector to support by type of enterprise. Following 
this line, the INADEM issued the first call for high-impact entrepreneur- 
ship (emprendimiento de alto impacto), defined as: 


[a] company that has a double-nature scalable business model, which 
means that, on the one hand, it pursues an economic goal (generation 
of wealth and employment) and, on the other hand, it seeks a social, 
environmental or cultural benefit (generation of values, meaning and 
identities). [High-impact entrepreneurship initiatives] are globally 
replicable business models based on innovation (being this compo- 
nent a distinctive trait of their sector). [High-impact entrepreneur- 
ship] generates 360-degree value for its partners, workers, customers 
and the community. 

INADEM (2013) 


This active involvement of the government through INADEM legitimised, 
for the first time, the nascent sector into the public agenda through three 
different events: first, the conclusion of an agreement with Ashoka to cre- 
ate the first national-range government call specifically directed to social 
entrepreneurs; secondly, the commissioning of a study on social entrepre- 
neurship to EY Mexico; and thirdly, the participation of INADEM—as 
host and partner—in the organisation of the Social Business Summit in 
2014. In the following years, the INADEM supported annually an aver- 
age of 150 organisations, reaching 172 in 2017 (INADEM 2017). When 
the new government took office, in December 2018, the new Minister 
for Economic Affairs announced that the INADEM would disappear but 
that support to entrepreneurs would be maintained; however, specific 
programmes for impact entrepreneurship have not been announced yet. 
In 2015, Mexico joined the Global Steering Group for Impact Invest- 
ment, and the Alliance for Impact Investment was created. Today, 
providers of a variety of equity instruments designed to support social 
enterprises keep emerging. In 2016, the Latin American counterpart of B 
Corps, Sistema B, opened a branch in Mexico, bringing a slightly differ- 
ent approach to social enterprise. Through an annual evaluation that can 
lead to a certification, the B Corps network encourages both traditional 
for-profit enterprises and social-purpose-driven businesses to pursue 
efforts to reduce their negative externalities in their day-to-day opera- 
tions, while simultaneously encouraging positive impacts on key stake- 
holders. At the end of 2018, 31 certified B Corps operated in Mexico. 


1.2. Social Mission and Economic Activities 


Precise data about the number of market-oriented social businesses oper- 
ating in Mexico are not available. However, a survey carried out by the 
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Aspen Network for Development Entrepreneurs (ANDE 2018) found 867 
social ventures. Regarding economic activities, the main sectors in which 
social ventures were operating were: financial services (18% of enter- 
prises), health (17%), agriculture (9%), education (8%), environment 
(7%) and information and communications technology (6%) (ANDE 
2018). As for these enterprises’ social mission, the following ones were 
observed: to generate employment (32% of enterprises), to increase pro- 
ductivity and income (29%), to foster community development (21%), 
to improve health (21%), to increase equality and empowerment (20%) 
and to improve access to financial services (19%) (ibid.). 


1.3. Ownership and Governance 


The governance structure of this type of SE is shaped by the interplay of 
different elements. 

The first and most important one is the commitment of the owner(s) 
towards fulfilling the social mission. In this regard, and although final 
decisions are usually made by the owners or the board of directors, incor- 
porating stakeholder participation mechanisms into the decision-making 
processes is considered as highly desirable—and even seen as good 
practice—among social entrepreneurs. 

Secondly, the legal conditions and obligations dictated by the legal 
form chosen by the initiative are also key elements. So far, no legal form 
specifically designed for social businesses has been created in Mexico. In 
the majority of cases, social businesses operate under a commercial legal 
form; some are registered under a non-profit legal form;? and a few oth- 
ers operate under a combination of a commercial and a non-profit legal 
forms (ANDE 2018). 

Thirdly, any mission-protection mechanism can be voluntarily 
included in the organisation’s articles of incorporation. Such governance 
mechanisms are being pioneered in Mexico by the B Corps system. The 
network indeed encourages their members to include two specific clauses 
into their legal statutes: the first clause secures the statement of either a 
social mission or a business mission that incorporates efforts aimed at 
impacting positively and tangibly the environment or society; the second 
clause requests that the board of directors consider the potential nega- 
tive externalities of the enterprise’s operations over an array of stake- 
holders, including employees, the environment and clients ( Sistema B 
2018). Social enterprises may also implement specific guidelines to obtain 
and maintain other types of certification and/or support from external 
organisations/networks. 

The last elements that might influence the governance structure are the 
terms, conditions and participation mechanisms of external capital inves- 
tors, which vary depending on the financial instrument in place. 
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1.4. Challenges, Threats and Weaknesses 


From the point of view of the availability of financial resources, some 
players in the ecosystem argue that, although financial mechanisms and 
portfolios for social enterprises are emerging today, there is still a long 
way to go as, on the one hand, traditional investors, who could poten- 
tially fund this type of venture, are still not aware of the possibility of or 
interested in investing in social enterprises and, on the other hand, most 
of the social ventures in Mexico are in a very early stage of development 
and are not yet ready to receive funding through financial instruments. 

From an organisational perspective, the business and financial skills of 
those launching social ventures seem to be weak. Some accelerators and 
incubators report that they quite commonly receive applications submit- 
ted by social entrepreneurs with an “aversion to fly on their own” and 
that they have noticed that, for some social entrepreneurs, it seems to be 
easier to jump from incubator to incubator than to venture into the real 
market and reach financial sustainability. 

From a governmental perspective, apart from INADEM (whose clo- 
sure had been announced by the time this chapter was being written) and 
some regional agencies such as the Ministry of Innovation of Jalisco, the 
majority of (federal and regional) governmental agencies are unaware of 
the existence of this type of enterprise and therefore do not encourage the 
creation of favourable conditions for their growth. 

From a legal perspective, most of the players agree that a specific legal 
form, tailored to the needs of social enterprises, is needed. Some advo- 
cate for the creation of a completely new legal form, while others believe 
that it would be easier to add some extra features to existing commercial 
forms in order to enable social enterprises to differentiate themselves on 
the market and to operate under a more favourable taxation scheme. 


2. Indigenous Social Enterprises 


Indigenous social enterprises, which are also known as indigenous com- 
munitarian enterprises, community-based enterprises or commons enter- 
prises, are the result of a process through which an indigenous community 
creates and operates an enterprise embedded in its existing social struc- 
ture (Orozco-Quintero and Davidson-Hunt 2010; Peredo and Chrisman 
2006). The enterprise’s management and governance support are aligned 
with the economic, social and political goals of the community (ibid.). 


2.1. Context and Origin 


Mexican indigenous social enterprises have long been extensively docu- 
mented by academics. Special focus has been placed on indigenous cof- 
fee growers and forest management indigenous enterprises. Indigenous 
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forestry enterprises emerged around the late 1970s, when indigenous 
communities, refusing the logging practices of the state and private com- 
panies, fiercely opposed the renovation of the private logging concessions 
and claimed their land rights (Antinori and Rausser 2010; Chapela 2012; 
PNUD 2012). This claim was made possible by the agrarian reform, a 
state-directed large transfer of forests rights to communities over the 
20th century (Antinori and Bray 2005). In order to restore their land 
rights to the communities, the state created the “social property” regime, 
a special land tenure regime that differs from both private and public 
property (Reyes et al. 2012): whereas private property refers to land 
granted by the nation to individuals and public property refers to land 
owned by the state, social property refers to land that belongs to and is 
managed by communities (ibid.). Communities are of two types: ejidos 
(literally, “common land”), composed by peasant groups, and comuni- 
dades (literally, “communities”), composed by indigenous communities 
(Antinori and Rausser 2010). Comunidades cannot sell nor lease their 
land since it belongs to the community and it can only be farmed by 
the comuneros, i.e. the members of the community (Morett-Sánchez and 
Cosio-Ruiz 2017). It is estimated that there are 2,344 comunidades in 
Mexico (Reyes et al. 2012). Mexico is considered to be a virtually unique 
case in this regard, as this social property regime, which includes forests, 
jungles and shrubland, encompasses 48% of the nation’s territory and 
represents 80% of Mexico’s forests (Bray et al. 2003). 

As for those indigenous social enterprises that produce coffee, many 
emerged as a counteractive response from indigenous communities to the 
abolition of the Mexican Coffee Institute (Instituto Mexicano del Café, 
or Inmecafé) in 1989 (Jaffee 2014). Inmecafé was a public agency that 
had been created in 1952 to provide support and protection from market 
forces to small coffee growers (ibid.). Although it brought about a rapid 
increase in the number of coffee producers, its paternalistic approach, 
together with corrupt practices, resulted in a high dependence and vul- 
nerability of coffee growers (Alvarado 2009; Jaffee 2014). The dissolu- 
tion of Inmecafé was triggered by the collapse of the International Coffee 
Agreement and by the adoption of neoliberal economic policies aiming to 
reduce the regulatory power of the state (Jaffee 2014; Vázquez-Maguirre 
2012). 


2.2. Social Mission and Economic Activities 


The economic activities of indigenous forest enterprises primarily derive 
from community logging. A few very competitive enterprises have been 
able to vertically integrate sawmills and furniture and moulding work- 
shops while operating under the Forest Stewardship Council certification 
(Bray et al. 2003). Some enterprises in the Oaxaca region, using prof- 
its from the logging activity, have diversified their economic activities, 
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creating water bottling, ecotourism and resin-tapping companies (ibid.). 
Successful indigenous coffee producers, popular in the southern states of 
Mexico (Jaffee 2014), have set up over time processing, transportation 
and technical services, financial and commercialisation companies and, 
in some cases, coffee shops and eco-touristic centres (Vázquez-Maguirre 
et al. 2018). There are success stories among coffee producers, such as 
the Union of Indigenous Communities of the Isthmus Region (Unión de 
Comunidades Indígenas de la Región del Istmo, or UCIRI); this coopera- 
tive, working along with Frans Vanderhoff, participated in the creation 
of the Max Havelaar label, and thus became a precursor of the fair-trade 
movement worldwide (Alvarado 2009). UCIRI was created in 1983 with 
the participation of 17 villages; by 2009, there were more than 3,000 
coffee growers affiliated, from 52 communities (ibid.). 

Indigenous social enterprises have demonstrated that they are able to gen- 
erate social, political, cultural and environmental benefits (PNUD 2012). 

The social objective of these enterprises is to improve the living con- 
ditions in their communities (Berkes and Davidson-Hunt 2010). Such 
improvement mostly derives from the generation of employment (with 
better wages, access to benefits and permanent positions) and from 
investment made by the enterprise in public goods and infrastructure and 
in social welfare programmes (ibid.). At the regional level, strengthening 
and improving indigenous communitarian enterprises could help to bring 
down the migration rates of indigenous populations to the United States 
and the northern regions of Mexico (Vázquez-Maguirre et al. 2018). 

Political benefits derive from the enterprise’s capacity to secure, restore 
and preserve the indigenous community’s commons, i.e. their land, their 
natural resources and their customary social relations—institutions, val- 
ues and norms rooted in their territories (Berkes and Davidson-Hunt 
2010; Orozco-Quintero and Davidson-Hunt 2010). There is evidence 
that the financial and social capital generated by some enterprises has 
helped to restore a relative social peace in the territories where these 
enterprises operate, which were previously exposed to violence linked to 
drugs and/or illegal logging (Bray et al. 2003). 

Cultural benefits are associated to the preservation of the indigenous 
peoples’ identity. This is fostered through the provision of training and 
education in the peoples’ native languages. It can be also strengthened 
by counteracting external pressures that prompt the community to 
adopt utilitarian market values, such as giving higher value to individual 
production than to collective production or voting in favour of the pri- 
vatisation of communal land instead of maintaining collectively the com- 
munity’s territory (Orozco-Quintero and Davidson-Hunt 2010). 

Regarding environmental benefits, there is evidence that well- 
managed community forests, in which the logging activity is carried out 
by indigenous social enterprises in a sustainable way, can help to stabilise 
the forest cover in the community’s territory, stop land-use change and 
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contribute to broader biodiversity protection in the concerned territories 
(Bray et al. 2003). 


2.3. Ownership and Governance 


Indigenous enterprises’ ownership is restricted to those who are officially 
considered as community members, normally by birth, and who also 
own the commonly held land and its resources. Such ownership thus dif- 
fers from what can be observed in cooperatives, where membership is not 
tied to land tenure (Antinori and Bray 2005). 

The governance of indigenous enterprises varies in structure and it is 
usually complex (Jaffee 2014). Due to the collective nature of these enti- 
ties, which is coupled with their inherent function of managing a com- 
munal pool of resources, their governance configuration demands high 
levels of coordination and cooperation, frequently accompanied by high 
costs (Chapela 2012). Each particular governance arrangement reflects 
the community’s quest to set up a local socio-economic optimum that 
goes far beyond achieving profitability or competitiveness in the market- 
place and aims primarily to respond to the community’s needs (Antinori 
and Bray 2005). 

Indigenous enterprises’ governance can either be “grafted” onto the 
community’s governance framework or be independent from it (Bray 
et al. 2006). In the first case, all or an important part of the enterprise’s 
decision and control processes occur inside the community’s governance 
bodies, which are appointed by the Mexican Constitution: (1) the general 
assembly (asamblea general), where each registered community member 
has one vote, and decisions regarding general matters of community 
interest are taken; (2) the commission of common goods (comisariado de 
bienes comunales), which is in charge of executing the assembly’s resolu- 
tions and of managing the community’s territory and common goods; 
and (3) the surveillance council (consejo de vigilancia), which is in charge 
of auditing and monitoring the legality of the operations executed. In this 
type of governance, the community’s governance and the enterprise’s gov- 
ernance blend together, i.e. decisions regarding forestry activities, distribu- 
tion of benefits, workloads, wage levels, sales, extraction, processing, etc. 
are taken at the community level (Antinori and Rausser 2010). In some 
cases, in parallel to the traditional governance structure, the community 
develops specialised bodies (such as a forestry council) to manage the 
productive activities more efficiently (Antinori and Rausser 2010). In the 
second type of governance, i.e. when the enterprise’s governance is inde- 
pendent from the community’s governance, working groups (grupos de 
trabajo) and individuals (modo individual) (Antinori and Rausser 2010) 
obtain specific rights to extract and manage limited parts of the commu- 
nity’s logging forest. In this type of governance, the general assembly pro- 
portionally divides the community’s annual authorised logging volume 
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among the working groups and/or individual parcel holders (Antinori 
and Bray 2005). Then, each parcel holder (be it an individual or a group) 
contacts outside buyers and competes to get the best price (Antinori and 
Rausser 2010). These mechanisms tend to emerge as an alternative man- 
agement plan to deal with the dissatisfaction with management of certain 
groups within the community (ibid.). 


2.4. Challenges, Threats and Weaknesses 


Most logging indigenous enterprises experience, to some degree, prob- 
lems of corruption, lack of accountability, mismanagement, clandes- 
tine forest use, uncontrolled agricultural clearing and inefficient logging 
methods (Merino 1996). Tensions between hierarchy and community 
governance, between accountability and opacity and corruption, and 
between efficiency and traditional practices are among the most com- 
mon problems (Antinori and Bray 2005). Local elites can exert “covert 
privatisation” of lands. Domination of communal institutions by elites 
through (violent) intimidation, elections” manipulation and threats are 
frequent as well (Klooster 1999). 

This adverse panorama can be better understood by contextualising 
the current situation of indigenous peoples. In 2015, more than 12 mil- 
lion people (10.1% of the country’s population) considered themselves 
as indigenous (CDI 2015). The majority (over 70%) speak at least one of 
the 68 indigenous languages present in Mexico (ibid.). These populations 
have structurally been placed in conditions of social, economic and polit- 
ical exclusion since colonial times (CONEVAL 2018; Quijano 2000); as 
a result hereof, today, more than 70% of them live in poverty or even 
in extreme poverty (CONEVAL 2018). Geographically, the majority of 
these populations are scattered in small and remote towns with poor 
communication (CDI 2015). 

Not only have indigenous populations to overcome these challenging 
conditions, their social enterprises moreover need to operate in harmony 
with the community's social structure while simultaneously being com- 
petitive in the market and implementing locally designed institutional 
arrangements regarding management and governance (Antinori and 
Bray 2005). 


3. Non-Profit Organisations with Economic Activities 


The socio-political trajectory of Mexico from the 1980s onward appears 
relevant to understand the context of emergence of the so-called third 
sector, which includes, as will be shown, various types of civil-society 
organisations; it is also important to grasp the causes that may be leading 
some of these organisations to venture into market mechanisms to sup- 
port their operations. 
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3.1. Context and Origin 


The 1980s represented a turning point for the civil society in Mexico. 
At the beginning of this decade (in 1982), a severe financial crisis led 
the country to declare itself in default. Mexico, on the advice of the 
International Monetary Fund and the US government, then started 
its transition from a state-centred model of development to one that 
encouraged the liberalisation of the economy (Alberro 2010). This 
transition, which forced the state to reduce its social spending, also 
fractured the government's strong corporatism? that had prevailed in 
Mexico since the 1930s; this evolution resulted in turn in the emergence 
and quick multiplication of independent associations launched by civil 
society and seeking to engage into solidarity-related activities (Ver- 
duzco 2001). From the mid-1980s onward, due to the government’s 
failure to respond adequately to the 8.1-magnitude earthquake that hit 
the country in 1985, many citizens organised themselves to respond 
to the tragedy by forming associations; this phenomenon fostered a 
sense of empowerment in society (Layton and Mossel 2015). At the 
end of the decade, the government in power (PRI Party) orchestrated a 
fraud in the national elections to maintain itself in power, and this trig- 
gered the emergence of civil-society organisations in the fields of human 
rights and democracy (ibid.). 

During the 1990s, the country started to experience a slow democratic 
transition which brought about an increase in overall government toler- 
ance towards the organisation of civil society, and which was followed 
in turn by an increase in citizens’ participation in public life (Verduzco 
2001). This context favoured the institutionalisation of the third sector 
(ibid.). The sector was first referred to as “organisations of promotion, 
assistance and development”; then, in the following decade, the terms 
“philanthropy” and “third sector” emerged and gradually started pre- 
vailing, as they better embraced the diversity of organisations composing 
the sector (Girardo and Mochi 2012; Verduzco 2001). 

In the 2000s, after 70 years of rule by a hegemonic state-party, Mexico 
experienced for the first time political alternation. The new government 
developed a new approach to the third sector, unlocking the dialogue 
with several groups of civil society organisations which had been pushing 
for a legal framework during the previous eleven years. As a result of this, 
in 2003, the Federal Law for the Promotion of Activities Carried Out by 
Civil-Society Organisations (Ley Federal de Fomento a las Actividades 
Realizadas por Organizaciones de la Sociedad Civil, or LFFAROSC) 
(Aguilar Valenzuela 2006) was finally approved. 

Despite the positive expectations raised by these developments, the 
third sector continued suffering from the same ills as in the past decades: 
the scarcity of financial support from the state and insufficient public 
policies to strengthen it (Natal and Sanchez 2013). 
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3.2. Social Mission and Economic Activities 


The activities carried out by civil society organisations (CSOs) are plenty 
and very diverse. For explanatory purposes, in this chapter, CSOs in 
Mexico will be classified into “non-assistance CSOs” and “assistance 
CSOs”. The former carry out religious, labour-related, political activities 
and other types of activity that are predominantly for-profit in nature 
but do not pursue commercial speculation, and they will not be taken 
into account in the analysis. The latter, by contrast, do not have a pre- 
dominantly economic nature but are CSOs purposely created to improve 
the living conditions of vulnerable or at-risk populations or to pursue 
environmental causes.* Only these CSOs (i.e. “assistance CSOs”) will be 
included in the analysis—and hereafter referred to simply as “CSOs”. 

In Mexico, the Federal Registry of Civil-Society Organisations main- 
tains an annual record of the CSOs analysed in this chapter. In 2018, 
it registered 39,672 CSOs. The main activities of these organisations 
were: community development (37% of CSOs); promotion of an inclu- 
sive society and social cohesion (1796); culture, science and sport (1696); 
social assistance (15%); promotion of social and citizenship participa- 
tion (8%); promotion of gender equality (5%); and civil protection (2%) 
(SEDESOL 2016). In this regard, it is possible to assert that CSOs are 
totally aligned with the EMES indicator that states that social enterprises 
have *an explicit aim to benefit the community" (Defourny and Nyssens 
2012). As shown in table 6.2, CSOs can be created by a group of citizens 
but also by one citizen; it can thus be considered that CSOs only partially 
comply with the EMES indicator that states that social enterprises are 
“initiatives launched by a group of citizens or civil society”. With respect 
to the indicator that states that social enterprises are characterised by *a 
limited profit distribution", CSOs do meet this indicator: indeed, they do 
not distribute profits, as the law obligates them to reinvest them all into 
the organisation. 

Regarding CSOs' resource mix, few studies have investigated in detail 
how Mexican CSOs obtain their income. The latest information available 
is from Natal and Sanchez (2013) who, using data from the Mexican Cen- 
tre for Philanthropy (Centro Mexicano para la Filantropía, or CEMEFI), 
show that CSOs in Mexico rely predominantly on self-generated streams 
of income, which represent between 73% and 80% of their total income. 
The rest comes from three other sources: public funding, that represents 
between 15 and 20% of CSOs' resources; corporate funding, which repre- 
sents between 10 and 1296; and societal funding, which accounts for less 
than 1096 (Natal and Sanchez 2013). Self-generated streams of income 
are composed mostly by fees paid by members and/or affiliates as well 
as by revenue from the provision of services to the beneficiaries (ibid.). 
Although these activities are not market-based/oriented, they represent 
together the major monetary source of income for CSOs; consequently, 
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Table 6.2 Legal forms, purpose and governance of CSOs in Mexico 


Legal form 


Civil association 
(Asociación 
Civil, or AC) 


Purpose 


Organisation created by 
a (group of) citizen(s) 
with a common Interest. 
This interest has a 
non-lucrative nature. 
The organisation can 
generate economic 
income, but such 
income must be totally 
reinvested in the 
organisation. 


Governance 


Individual or collective 


administrative board 
composed of a director 
or directors. Each board 
member has one vote; 
decisions are taken by a 
majority vote. 


Private-assistance 
institution 
(Institución 
de Asistencia 
Privada, 
or IAP) 


Organisations created by 
a (group of) citizen(s) 
with the purpose 
of providing social 
assistance to individuals, 
families or populations 
that are vulnerable or at 
risk. The organisation 
can generate economic 
income, but such 
income must be totally 
reinvested in the 
organisation. 


The founder(s) has/have 


the right to determine 

the services and activities 
of the IAP. IAPs can be 
managed directly by the 
founder(s), or by a board 
of trustees (Patronato), 
composed of at least five 
persons and appointed by 
the founder(s). Each trustee 
has one vote, and decisions 
in the board of trustees are 
taken by a majority vote. 


Source: Prepared by the author, based on DOF (2012) and GODF (2014). 


in the long run, CSOs’ financial viability is directly linked to their capac- 
ity to self-generate resources of this type. This dominant economic and 
entrepreneurial dimension of Mexican CSOs aligns closely with the first 
two EMES indicators about the economic dimension of social enterprise 
(Defourny and Nyssens 2012). Indeed, CSOs in Mexico rely mostly on 
income from their continuous activity of provision of services to peo- 
ple and not from donations or public funding, which is in line with the 
EMES indicator stating that social enterprises have “a continuous activ- 
ity producing goods and/or selling services”. And the financial viability of 
CSOs directly depends on their capacity to self-generate resources, which 
is in tune with the EMES indicator about social enterprises assuming “a 
significant level of economic risk” to achieve financial viability, which 
ultimately depends on the capacity of their staff (volunteers and paid 
workers) to secure adequate resources. 

Regarding the third EMES indicator about the economic dimension 
of social enterprise (Defourny and Nyssens 2012), which states that 
social enterprises should have “a minimum amount of paid work”, data 
from the Satellite Account of Non-profit Institutions of Mexico (Cuenta 
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Satélite de las Instituciones sin Fines de Lucro de México, or CSIFLM) 
show that, from the total staff (paid workers and volunteers) that worked 
in CSOs in 2016, 74.1% (1,979,000) were volunteers, hence 25.9% were 
paid. In this regard, it can thus also be said that CSOs meet this indicator, 
as they do have paid workers. 

The fulfilment of the aforementioned EMES indicators (Defourny and 
Nyssens 2012) by Mexican CSOs shows that, from the point of view of 
the economic and social dimensions, CSOs behave in the field very simi- 
larly to social enterprises. In order to assert if CSOs fulfil the three dimen- 
sions of the EMES indicators (ibid.), the governance dimension will be 
explored in the following section (3.3). 

Aside from CSOs that behave similarly to social enterprises, there 
are also other cases—though fewer in numbers—in which CSOs realise 
that their expertise in the provision of services to disadvantaged peo- 
ple has the potential to become a highly valued service in the market, 
and they decide to engage in market activities as a new way to generate 
more resources to increase their social impact. The pros and cons of this 
approach are exposed below, in section 3.4. 


3.3. Ownership and Governance 


As was explained in the previous section (3.2), “non-assistance CSOs” 
and “assistance CSOs” coexist in Mexico, but they serve different pur- 
poses in society. Within the first group, in addition to those that serve 
religious, labour-related and political purposes, there are others that 
serve economic-related not-speculative purposes; since they are for-profit 
organisations, these initiatives, which are operating under the legal form 
of general partnerships (sociedad civil, or SC), will not be reviewed in 
this chapter. As for assistance CSOs, as already underlined above, they 
serve predominantly social or environmental purposes, and therefore, 
the study of their legal forms and governance mechanisms are of interest 
for the present chapter. Assistance CSOs (i.e., as previously explained, 
the CSOs taken into account in our analysis) operate under the civil 
association (AC) or the private-assistance institution (IAP) legal forms, 
due to the non-predominantly economic nature of their raison d'étre (see 
table 6.2). 

The legal forms analysed in table 6.2 reveal that CSOs are aligned 
to a large extent with two of the EMES indicators about SE govern- 
ance (Defourny and Nyssens 2012): First, CSOs enjoy a high degree of 
autonomy. They are created by a group of people on the basis of an 
autonomous project, and they are governed by these people. Secondly, 
CSOs’ decision-making power is not based on capital ownership, but 
on the “one board member, one vote” principle. In this regard, the only 
exception would be those CSOs that are created by one person: indeed, 
IAPs that are created by one person can be governed by their founder. 
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It can thus be concluded that CSOs in Mexico behave in the field in a 
way that is very close to the EMES ideal type of social enterprise. 


3.4. Challenges, Threats and Weaknesses 


CSOs in Mexico face an environment that is not very favourable to their 
growth and development. The National Survey on Philanthropy and 
Civil Society (Layton and Moreno 2013) revealed that 43% of the par- 
ticipants? did not trust organisations that ask for donations. When asked 
how they preferred to help/donate to others, 82% of interviewees said 
that they preferred to donate directly to people in need, and only 10% 
stated that they preferred to donate through an organisation. These and 
other results of the survey reveal that the sector does not enjoy the confi- 
dence of Mexican society. 

Regarding public support, using the metrics from the Johns Hopkins 
Comparative Non-Profit Sector Project (Salamon et al. 1999), Layton 
and Mossel (2015) point out that in Mexico, the share of public fund- 
ing in CSOs’ resources is only half of the average for Latin America, and 
about one fifth of the average at the global level. Moreover, Mexico’s 
tax system is complex, which requires CSOs to invest a great amount of 
resources into fulfilling fiscal requirements. From a regulatory perspec- 
tive, critics underline that much of the legislation dates back to the 19th 
century and is thus outdated, and that it is scattered among federal and 
state-level regulatory schemes (ibid.). 

The CSOs that realise that their expertise could be a highly valued 
service in the market and could thus potentially generate a new stream 
of income, with an important leverage effect on their social impact, face 
a legal dilemma. Indeed, they can either abandon their non-profit legal 
form and start operating under a for-profit form in order to venture into 
the provision of services for non-vulnerable populations (clients) and use 
that new stream of income to increase their social impact, with the draw- 
back of losing their legal right to obtain donations from third parties, 
financial and technical support from the government and tax deductions. 
Or they can create a “parallel” for-profit enterprise, which they will use 
to provide services in the market, while maintaining, through the NPO, 
their legal rights to receive donations from third parties and support from 
the government. In this situation, the drawback is linked to the necessity 
to manage two structures, i.e. to file a double tax return, to support dou- 
ble operating costs and to hire specialised staff to manage the commercial 
enterprise. 


Conclusion 


In this chapter, it is argued that, beyond the diversity of terminology and 
understandings around the social-enterprise term, four salient models of 


186 Páramo-Ortiz 


social enterprise coexist in Mexico today, namely: market-oriented social 
businesses, indigenous social enterprises, non-profit organisations with 
economic activities and social-economy enterprises. As this last model 
is developed in the following chapter, it is not addressed in the present 
conclusion. 

Institutional backgrounds differ greatly from one model to the other. 
The communitarian origins of indigenous enterprises, which are rooted 
in rural and indigenous environments, highly contrast with the more indi- 
vidual origins of market-oriented social businesses, which predominantly 
emerge within urban environments. The different models also emerged at 
different times and in different regions of the country. The emergence of 
the network that supports the market-oriented social-business model is 
recent, and this model’s boom has been observed predominantly in Mex- 
ico City and Guadalajara City; by contrast, the first indigenous social 
enterprises were formed more than 40 years ago, and they are scattered 
throughout the country in indigenous settlement with forest territories. 

Contrasting differences can be also found among the different models 
in terms of types of governance and social objectives pursued. Indigenous 
enterprises are mutual-interest organisations, embedded in the communi- 
ties where they operate and managed by their beneficiaries. They collec- 
tively pursue the improvement of the living conditions of their members 
through an approach that is respectful of their customary social norms. 
These organisations emerge as a collective response to structural con- 
straints. Market-oriented social businesses and non-profit organisations 
with economic activities aim to improve the living conditions of disad- 
vantaged people on very specific aspects, such as access to education, 
clean water, housing or health services. These organisations are not man- 
aged by their beneficiaries but by people with access to more resources 
and opportunities than the majority of the population and who are aware 
of the alarming level of socio-economic inequalities in Mexico. 

The different models also differ in terms of the extent to which they are 
“in tune” with the economic order of the country. The nascent market- 
oriented social-business sector—whose organisations are controlled and 
owned by one person or by a board of directors—seems to fit more eas- 
ily into the predominant neoliberal economic model of Mexico, which 
favours international trade openness and the liberalisation of key sectors 
of the economy. Market-oriented social businesses are increasingly look- 
ing for capital investment through financial mechanisms as a way to scale 
up and grow more rapidly, as traditional start-ups would do but, unlike 
their private counterparts, some social businesses are experimenting with 
“social-mission-lock” mechanisms to ensure the continued prevalence 
of their social mission in the future. The evolution of market-oriented 
social enterprises towards more start-up-like behaviours may be part of 
the reason why social enterprises of this type seem to be very appealing to 
the Mexican millennial generation. Indeed, this model seems legitimate 
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enough to fit the economic order, but also disruptive enough to chal- 
lenge the traditional forms of addressing social or environmental issues. 
In this perspective, the question of developing a legal form adapted to 
their hybrid nature appears as a major challenge. 

Indigenous enterprises seem to be the most distant from the predomi- 
nant economic order, as they actively counteract the external pressure 
towards adopting utilitarian market values, and they favour democratic 
decision-making processes within their governance mechanisms. The 
structural conditions of exclusion in which the indigenous peoples have 
lived since colonial times seem to be the greatest barrier for their enter- 
prises to fully integrate into the predominant economic order in Mexico. 
Internal issues such as corruption, lack of accountability, mismanage- 
ment, clandestine forest uses, uncontrolled agricultural clearing and inef- 
ficient logging methods can also raise doubts about their legitimacy. 

As for non-profit organisations with economic activities, the lack of 
trust on the part of society, the scarcity of financial support from the gov- 
ernment, an outdated and scattered legislative framework and a complex 
tax system seem to keep these organisations trapped in an institutional 
limbo, preventing them from expanding their participation in addressing 
social issues. 

By the time this chapter was being written, a new national government 
had just taken office. After more than 80 years of right-wing govern- 
ments, Mexico is experiencing for the first time a left-wing government, 
with a progressive agenda at the national level. Radical changes, with 
potential impact on these three types of enterprise and their contexts, 
may be just around the corner. 


Notes 


1 It has to be noted that the boundaries between the various models are some- 
times blurred. In particular, two of the subtypes of SE described by Conde Bon- 
fil and Oulhaj in chapter 7, and which would thus be included in this fourth 
model, are “ejidos” and “communities”, which are both collective organisa- 
tions with a land-based identity and are also described here, in section 2. 

2 Commercial legal forms available to social businesses are those of limited com- 
pany (Sociedad Anónima, or SA), joint-stock company (Sociedad por Acciones 
Simplificada, or SAS) and public limited investment company (Sociedad 
Anónima Promotora de Inversión, or SAPI). Non-profit legal forms are those 
of civil association (Asociación Civil, or AC) and private-assistance institutions 
(Institución de Asistencia Privada, or IAP). 

3 Corporatism refers here to the co-option and control of the labour, peasant and 
popular sectors of civil society exercised by the hegemonic political party that 
governed the country for 70 consecutive years, with the purpose of maintain- 
ing political control of the nation and favouring itself in electoral results. 

4 There are nineteen activities approved by the Federal Law for the Promotion of 
Activities Carried Out by Civil-Society Organisations (LFFAROSC). 

5 Size of the sample: 1,200 effective interviews. Study population: adult Mexi- 
cans with residence in the Mexican territory. 
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7 A Legal Approach to the Social 
and Solidarity Economy 
in Mexico 


Carola Conde Bonfil and Leila Oulhaj 


Introduction 


In Mexico, many types of organisations engaged in social entrepreneur- 
ship coexist; they operate under various legal forms, such as ejidos,! com- 
munities, cooperatives, workers’ organisations, civil associations and 
societies, private welfare and charitable institutions and social groups (not 
constituted as legal entities). These types of organisation differ in many 
ways (in terms of objectives, characteristics, process of constitution, struc- 
ture, requirements, legal records, etc.) and are regulated by different laws. 

From a historical perspective, two key moments are important to 
understand the emergence of this type of entrepreneurship. The first 
one is the post-revolutionary period (1920s and 1930s), during which 
the agrarian distribution started, ejidos were created and land that had 
been stripped by the great landowners before the armed movement was 
returned to communities; the restitution of their land was indeed the main 
demand of the farmers who took part in the Mexican Revolution. It was 
also in those years that the first cooperatives emerged: the first General 
Law on Cooperative Societies was passed in 1927 and the First National 
Cooperative Congress was organised in 1929. The second turning point 
is the profound crisis of the Mexican economy that hit the country in the 
1970s and 1980s. Industrial restructuring was focused on deregulation in 
every way with a view to reorienting the productive apparatus towards 
a new scheme of accumulation in order to overcome the crisis. The crisis 
had two significant impacts for the emergence of the social economy in 
Mexico. On the one hand, it caused an abrupt entry of popular groups 
into the new national economic dynamics, which resulted in better inte- 
gration and living conditions for some happy few, while the others were 
confined to a passive role (consumption) (Barkin 1988: 99). On the other 
hand, it drastically limited the state’s ability to channel resources at its 
discretion, provide special services or subsidise the activities of its “loyal 
groups” and fractured several of the corporatist structures. Both these 
economic and political aspects led to the creation of civil society organi- 
sations, especially after the 1985 earthquake. 
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The historical context in which social enterprises have emerged and 
developed in Mexico—in different phases and during turbulent times— 
has led to many different empirical concepts being used, confusions and 
overlapping between these concepts and non-consistency between for- 
mulation in various laws and concrete use by various Mexican agencies. 

We focus on one key example of such inconsistency and lack of clar- 
ity in legal texts and concepts by analysing the “social and solidarity 
economy” and “social sector of the economy”, more specifically such as 
they are defined: 


° in the Mexican Law on the Social and Solidarity Economy (Ley de la 
Economia Social y Solidaria, or LESS), which has been the national 
legal framework regulating the social and solidarity economy since 
2012, and lists the organisations that compose the social sector of 
economy (sector social de la economia, or SSE) and 

e in the Catalogue of organisms of the social sector of the economy 
(Catálogo de organismos del sector social de la economia, or COSSE), 
which allows to consider other types of organisations, which are not 
included in the LESS, as organisations of the social sector of the 
economy (organismos del sector social de la economia, or SSEOs). 


Can all types of organisation recognised by the LESS and in the COSSE be 
considered as social enterprises (SEs)? The problem we address here is the 
lack of clarity that prevails in the country regarding social enterprise—a 
concept does not exist in the LESS nor in the COSSE. The specific objec- 
tive is to contribute elements that would allow for an improvement of 
public policies, so that they would better recognise and strengthen social 
enterprise in the country. 

This chapter is organised as follows: First, we review the legal forms 
recognised in the LESS and in the COSSE. Second, these legal forms 
are confronted with the attributes of SE such as they are described 
by the EMES International Research Network—an analytical frame- 
work that is used by the ICSEM Project, of which this research is part. 
Finally, we conclude with some considerations regarding the role of 
public policies. 


1. Legal Forms Recognised in the LESS and 
in the COSSE? 


The LESS was passed in 2012. This new law ordered the transforma- 
tion of the National Fund for Support to Businesses in Solidarity (Fondo 
Nacional de Apoyo para las Empresas en Solidaridad, or FONAES) 
into the National Institute for the Social Economy (Instituto Nacional 
de Economia Social, or INAES) and instructed the Secretary of Econ- 
omy to create the Programme for the Promotion of the Social Economy 
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(Programa de Fomento a la Economía Social, or PFES). This programme 
defines the social economy as: 


[a] system that implies a type of collective initiatives which prioritise 
the generation of collective well-being through economic profitability. 
It is constituted by social organisms endowed with legal personality 
and internally organised in a way that allows them to be autonomous 
from other economic actors and to make decisions, through demo- 
cratic organs of governance, to control and organise their own activi- 
ties |. . .] The [social sector of economy] operates as a socio-economic 
system constituted by organisms of social ownership, based on a rela- 
tionship of solidarity, cooperation and reciprocity, where work and 
the human being are privileged, and which are shaped as associations 
and administrated as such to satisfy the needs of their members and 
the communities. Generating a return on capital is valued, but only 
as a means to generate jobs and welfare for people. 

DOF (2015) 


The LESS offers a good illustration of the conceptual confusion that 
exists in Mexico: while its title includes the terms “social and solidarity 
economy”, and despite the fact that the programme whose creation it 
foresees addresses the social economy, the text of the law does not men- 
tion this concept, and focuses instead on the “social sector of the econ- 
omy” (SSE). The SSE is a concept that has been formally used since 1983; 
it is cited in Article 25 of the country’s Constitution. This article states 
that “the national public sector, the social sector and the private sector 
will [. . .] participate in national economic development” and that “under 
criteria of social equity and productivity, companies in the social sector 
will be supported and promoted. [. . .] The law will establish mechanisms 
that facilitate the organisation and expansion of economic activity in the 
social sector” (INAES 2014). 

The LESS itself does not contain a definition of the social economy; it 
simply lists the types of organisation that make up the SSE: 


ejidos; 

communities; 

organisations of workers; 

cooperatives; 

companies belonging largely or solely to workers; and 

in general, all forms of social organisation for the production, dis- 
tribution and consumption of socially necessary goods and services 
(DOF 2015). 


Before reviewing the main features of each of these types of organisation, 
it is important to mention that the INAES considers that organisations 


Mexico 195 


that are not listed in the LESS can be registered in the COSSE and are 
potentially eligible to the support and incentives granted by the Pro- 
gramme for the Promotion of the Social Economy (PFES), provided that 


they accept and respect the goals, values, principles and practices enunci- 
ated in Articles 8-11 of the LESS (INAES 2016). 


1.1. Ejidos 


Ejidos are composed by peasants groups and have legal personality 
and assets. They own the land they have been given or which they have 
acquired by any other title. An ejido’s assembly can decide to collectively 
work the ejido’s land; in this case, provisions about the way in which 
the work will be organised, the exploitation of the ejido’s resources, the 
mechanisms for the equitable sharing of benefits, the constitution of capi- 
tal reserves and of social security or services reserves and the reserves that 
will be affected to common funds have to be determined beforehand. 


1.2. Communities 


Communities are also legal persons created by the redistribution of land 
to indigenous people. The community status creates a special protection 
regime for agrarian nuclei since the land becomes inalienable, impre- 
scriptible and indefeasible; internally, the community determines the 
use of its lands, its division in various parcels according to various aims 
and the organisation for the use of its property. The community implies 
the individual status of “commoners” (comuneros) for its members and 
allows them the use and enjoyment of their land and the possibility to 
transfer their rights in favour of family and neighbours, along with the 
right to the use and benefit of common goods. 

Communities, together with the ejidos, were the most important asso- 
ciative forms in rural Mexico during the 20th century qua associative 
forms generators of foreign exchange and guarantors of national food 
security. Indeed, their products were so abundant that they did not only 
guarantee national food security; they also generated foreign currency 
through the exportation of a significant share of their production. The 
neoliberal public policy, however, prioritised supporting more profitable 
private economic units and allowed the dissolution and alienation of the 
ejidos so—although they are still numerous—today they are only a form 
of subsistence. 


1.3. Organisations of Workers 


The LESS does not specify what is meant by “organisation of workers” 
but, in common parlance, it is considered to refer to trade unions and 
their associations, federations and confederations, none of which can be 
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considered as SEs. For greater clarity in the presentation, the types of 
organisations that could be included here are presented in section 1.6, 
because they are outlined in the COSSE (and not in the LESS). 


1.4. Cooperatiues 


The cooperative society is a form of social organisation composed of 
individuals and based on common interests and on principles of solidar- 
ity, own efforts and mutual help; it aims to meet individual and collec- 
tive needs through economic activities of production, distribution and 
consumption of goods and services. There are three types of coopera- 
tives: (1) cooperatives of consumers of goods or services; (2) cooperatives 
of producers of goods or services; and (3) savings and loan coopera- 
tives (sociedades cooperativas de ahorro y préstamo, or SCAPs). Unlike 
private companies, which consider profit as an end in itself, the coop- 
erative aims to strengthen itself, meets the needs of its partners and pro- 
vides social benefits that are distributed evenly. Although cooperatives 
appeared in Mexico at the end of the 19th century, cooperative legisla- 
tion only emerged in the 1930s, and without a real effort, on the part of 
the legislator, to protect these organisations. At the end of that century, 
the different laws that had been passed sought to eliminate the organisa- 
tions belonging to the social sector of the economy, so the LESS can be 
considered as a success for cooperatives in that it states that cooperatives 
“will not be regulated by commercial law nor by the civil code” ( Rechy 
unpublished). 


1.5. Companies Belonging Largely or Solely to Workers 


The General Law of Mercantile Societies recognises different types of 
mercantile companies.? For a mercantile society to be considered by the 
INAES as eligible to receive funds from the PFES, at least 51% of its 
shared capital must be held by organisms of the SSE. The kinds of organi- 
sation concerned by the LESS are not clearly defined, and some of those 
organisations may have specific legal forms, not listed in the LESS nor in 
the COSSE; this is for example the case of exclusively worker-owned com- 
panies or, among some mercantile societies, of companies whose work- 
ers hold at least 51% of the company’s shares. These worker-controlled 
small and medium enterprises are referred to, in table 7.2, as SMEs. 


1.6. Other Forms of Social Organisation for the Production, 
Distribution and Consumption of Socially Necessary 
Goods and Services 


Since there is no definition of this category nor any specific term to refer 
to it in the law, it may include some associative legal forms or even groups 
not possessing any legal form (such as community-based organisms or 
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social groups that their members integrate only to receive government 
support). We suggest to include in this category the legal forms and 
groups that the COSSE incorporates but which are not listed in the LESS. 


° Rural associations of collectiue interest (asociaciones rurales de 
interés colectivo, or ARICs) are constituted by two or more ejidos, 
communities, rural-production societies or unions of any of these 
forms. Their goal is to integrate human, natural, technical and finan- 
cial resources for the establishment of industries, exploitation and 
commercialisation systems and any other economic activity. 

° Rural-production societies (sociedades de producción rural, or SPRs) 
are integrated by two or more partners (farmers, ejidatarios, com- 
moners, smallholders, settlers, third-party investors, or a combina- 
tion of these). They can produce, transform and commercialise goods 
and provide services in an associated form. They may receive public 
or private support to undertake, develop and consolidate productive 
and social-investment projects. They can also manage, purchase and 
administer economic functions such as financing, insurance, supplies, 
machinery, equipment and facilities. 

.  Social-solidarity societies (sociedades de solidaridad social, or SSSs) 
aim, among other goals, to produce, process and commercialise goods 
and services. They are constituted with assets of collective character; 
partners must be ejidatarios, commoners, landless peasants, agricul- 
tural smallholders (parvifundistas) and persons entitled to work. 

e Credit unions (uniones de crédito, or UCs) are the oldest institutions 
providing financial services and, for many years, they have been the 
only source of credit for low-income producers. 

e Mutual societies (sociedades mutualistas, or SMUs) are formed 
by groups of people acting voluntarily to build a fund of financial 
assistance, through regular cash contributions, by way of sponta- 
neous collaboration. The aim of the fund is to financially support 
the members in case of disease, accident and other natural hazards; 
this assistance can be extended to family members when these are 
not self-sufficient. In Mexico, mutual societies appeared in the 1950s 
(before cooperative societies) but failed to establish strong bases; 
their position remained rather marginal. An important legal limita- 
tion of mutualism has been the impossibility of engaging in economic 
activities (industry, agriculture, commerce, etc.) or financial activi- 
ties, which is why they focused on insurance activities. The main 
differences between these organisations and traditional insurance 
companies are that mutual societies do not have a profit motive and 
do not choose their members based on their individual risks. 

° Agricultural and rural insurance funds (fondos de aseguramiento 
agropecuario y rural, or FAARs) cover damages in the agricultural 
and animal-farming industry and in the related branches covered 
by an insurance company; debtor-balance schemes and life schemes 
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for rural families in the branch of life operations; and the branch of 
personal injury. Their purpose is to offer supportive mutual protec- 
tion for their shareholders through active operations of insurance or 
co-Insurance. 

° Community financial societies (sociedades financieras comunitarias, 
or SOFINCOs) are financial institutions composed of individuals 
and legal entities that are established as public limited companies 
restricted by collective ownership and run on a democratic basis. 
They operate under the principles of territoriality, solidarity and 
mutual support and are organised on a sector-specific basis. Their 
institutional design makes it possible for the savings collected in a 
community to be reinvested in the same region by means of credit, 
promotion and investment for economic development of rural 
communities. 

e Workers’ savings associations (cajas de ahorro de trabajadores) are 
an institutional mechanism set up in some companies or organisa- 
tions to promote savings by the employees. The employees hold a 
general assembly at the beginning of the fiscal year to make decisions 
about the operation of the “cash desk”: types of loans, duration, 
amount, payment of interest, etc. The savings association performs 
the savings and payments via payroll and, at the end of the year, it 
reimburses each worker's contributions and, based on these, a pro- 
portional fair share of the interest earned. 

° Social groups normally function as self-managed collectives that 
form solidarity-economy movements and networks and implement 
productive projects. Indeed, due to the complexity of the legislation 
and the costs linked to the process required to adopt a legal form and 
fulfil the fiscal obligations linked hereto, many successful produc- 
tive projects are implemented by groups that function as unregistered 
self-managed collectives. However, since many government pro- 
grammes condition the delivery of grants and subsidies to the exist- 
ence of a group, groups are also sometimes created “on paper” only 
and are dissolved as soon as they obtain the sought-after resources. 
In accordance with the Rules of Operation of the PFES, the COSSE 
takes into consideration social groups not constituted as legal enti- 
ties and composed of at least two or three members (depending on 
modality); these groups are required to register legally only if their 
application for support by the PFES is approved. 


2. Are Social and Solidarity-Economy Organisations 
Social Enterprises? 


Can the different types of organisations included in the LESS and in the 
COSSE be considered as social enterprises? In order to answer this ques- 
tion, given the variety of terms in use in the LESS (and knowing that 
this law never mentions the concept of social enterprise) and the lack of 
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consensus on them, we consider most relevant to confront the purposes, 
principles, values and practices of organisations listed in the LESS with the 
SE indicators put forward by the EMES International Research Network. 

The comparison carried out in table 7.1. between the EMES indica- 
tors and the LESS reveals that, although the LESS highlights some ele- 
ments that are close to the EMES indicators, a major difference appears 


Table 7.1 Comparison between the EMES indicators and the characteristics of 


organisations listed in the LESS 


EMES indicators (ICSEM Project) 


Mexico: purposes, principles, values 
and practices of organisations listed 
in the LESS (2015) 


Economic project 


A continuous production 


Some paid work 


An economic risk 


Social mission 


Production, distribution and 
consumption of goods and 
services that are socially 
necessary (purposes) 


Generation of sources of work 
and better ways of life for all 
people (purposes) 


An explicit social aim 


Limited profit distribution, 
reflecting the primacy of the 
social aim 


An initiative launched by a group 
of citizens or a third-sector 
organisation 


Design of plans, programmes and 
projects for economic and social 
development (purposes) 


Participatory governance 


A high degree of autonomy 


A participatory nature, which 
involves various parties affected 
by the activity 


A decision-making power not 
based on capital ownership 


Source: Prepared by the authors. 


Autonomy and independence 
from the political and religious 
spheres (principles) 


Democracy (values) 

Participatory democracy 
(purposes) 

Participatory democracy regime 
(principles) 


Equitable distribution of benefits 
without any discrimination 
(purposes) 
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regarding the place of the social mission, which is a key indicator that 
may distinguish a social enterprise from a traditional, for-profit enter- 
prise: the primacy of the social mission is indeed not mentioned in the 
LESS. However, as just said, some of these organisations also have some 
things in common with social enterprise such as it is envisaged in the 
EMES approach. They coincide on some central aspects, such as the par- 
ticipatory nature of the initiatives, the primacy of the individual over 
capital and the ongoing production of goods or provision of services. 
We confronted the actual behaviour of organisations, regardless of 
their legal form, with EMES indicators. In such perspective, we assigned 
different values to each indicator according to the frequency with which 
we could find it in the type of organisation considered (see table 7.2): 


The indicator is not present in this type of organisation. 

Among organisations of this type, some have this feature. 
Among organisations of this type, many meet this criterion. 

This criterion is a distinctive feature of organisations of this type. 


ee pee ed 


In order to avoid results reflecting an individual and subjective perspec- 
tive, once the assessment had been completed based on personal knowl- 
edge, the table was sent for validation to several specialists in rural, 
agriculture and forestry development; in cooperatives; and in civil society 
organisations and social groups. 

As expected, the higher values were obtained by production coopera- 
tives (24), social-solidarity societies (SSSs) (23) and consumer coopera- 
tives (22), which means that the majority of the organisations of each of 
these types behave as (or that their behaviour is close to that of) social 
enterprises. The reason why savings and loan cooperative (SCAPs) do 
not score as high as these other types of organisations is that, because 
of the current prudential regulation and the pressure exerted by finan- 
cial authorities, some—or even many—of them treat their members 
as customers and are more concerned with complying with financial- 
management indicators than with cooperative principles. As for the legal 
form of social-solidarity society, it has made it easier for some (mainly 
rural) workers and social groups to acquire legal personality and to 
become qualified for specific benefits (linked to this legal form). 

On the opposite end of the spectrum, among the three types of organisa- 
tion with the lowest scores, two—namely rural associations of collective 
interest (ARICs) and worker-controlled mercantile societies (SMEs)—are 
entities in which profit distribution or the creation of social funds are not 
restricted by law; consequently, many of them may have been constituted 
with a purely economic purpose and for the sole benefit of those who 
constitute them. As for community financial societies (SOFINCOS), at 
the time of writing this chapter, only one organisation had been author- 
ised to operate under this legal form (created in 2009); this obviously 
makes any reliable assessment difficult, and the low score obtained by 
SOFINCOs in the table should thus not be taken at face value. 
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Table 7.3 Types of social and solidarity-economy organisation (SSEO) that can/ 
cannot be considered as social enterprise (according to the EMES 
indicators) 


SSEOs that can be considered as SEs  SSEOSs that cannot be considered as SEs 


Cooperatives of consumption Ejidos 
Cooperatives of production Communities 
Social-solidarity societies (SSSs) Savings and loan cooperatives (SCAPs) 
Credit unions (UCs) Rural-production societies (SPRs) 
Rural associations of collective interest 
(ARICs) 


Mercantile societies (SMEs) 

Community financial societies 
(SOFINCOs) 

Mutual societies (SMUs) 

Agricultural and rural insurance funds 
(FAARs) 

Social groups 


Source: Prepared by the authors. 


We can close this section with a brief summary (see table 7.3) of the 
types of social and solidarity-economy organisations that can/cannot be 
considered as social enterprises; for each type of organisation, we looked 
at the number of indicators for which the score of 3 was reached (see last 
line of table 7.2), considering as social enterprises the types that reached 
this score for at least 4 indicators. 


Conclusion: Some Final Considerations Regarding the 
Role of Public Policies in the SE Field 


In conclusion, we could point out that the LESS and the COSSE include 
a list of organisations that are not really social enterprises (like corpora- 
tions or mercantile societies, which, by definition, do not comply with 
the indicator that states that the decision-making power should not be 
based on capital ownership) and, conversely, do not accept other types of 
organisation that, in many countries, are considered as SE and are close 
to the characteristics of SE. 

These observations allow us to draw a first conclusion: in Mexico, the 
legal and fiscal framework is inadequate and ill suited to the realities of 
the SE field, so many initiatives end up opting for the legal form that is 
easier for them to adopt but that does not necessarily correspond to their 
organisational characteristics. The absence of a clear conceptualisation 
ultimately leads authorities to support organisations that do not comply 
with the very principles and values defined in the LESS—those SSEOs 
which are not SEs—and, conversely, not to support organisations that 
comply with these principles and values but are not listed in the LESS nor 
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in the COSSE. Furthermore, it should be noted that social enterprise, as 
part of the social and solidarity economy, has been mixed up in Mexico 
with the fight against poverty. 

This leads us to the second conclusion: the Mexican government is 
not looking for a true solution to the situation of poverty or extreme 
poverty (suffered respectively by more than 55 million and 11 million 
Mexicans in 2014, according to the National Council for Evaluation of 
Social Development Policy figures), given the limited budget assigned to 
this Issue in relation to the magnitude of the problem. Rather, the public 
agenda tends to convert the “poor” into consumers of the global mar- 
ket or to use them for clientelist (clientelares) purposes (as occurred for 
example in the elections that took place in 2017 in the State of Mexico, 
the main bastion of the party in power at the national level until 2018). 

There should be a programme whose general objective would be to 
strengthen practices of organised popular actors based on values such as 
solidarity and cooperation. In particular, such programmes should rec- 
ognise explicitly these practices—which take the forms of cooperatives 
and other types of organisation of the social and solidarity economy—as 
SEs and support them in the challenges they currently face, the increase 
in the number of their actors and their integration as a sector (Oulhaj 
2016). The biggest challenge for these SEs is to be able to legitimise their 
mission, i.e. to preserve their essence qua ESS organisations and to con- 
solidate their position without becoming private companies, controlled 
by the demands of the market. This implies support modalities that go 
far beyond subsidies or credits for some productive projects, since these 
types of SE are a means to reach social ends and not an end in themselves 
(Oulhaj 2016). 

In terms of public policies, a true co-construction with the actors and 
an acknowledgement of SEs’ realities and needs are required. Therefore, 
in the current context of crisis in Mexico, it is urgent that universities 
deepen the issue of social enterprise in the country (as it is a recent aca- 
demic topic in this country), its historical contributions and current reali- 
ties and the dissemination of this “other economy”. 

In short, the enactment of the LESS can represent a step forward to the 
extent that it makes the characteristics of SEs visible (indeed, even though 
it does not mention the term “social enterprise”, it casts light on a type 
of entrepreneurship that differs from the private one), but it cannot be 
considered as a suitable legal framework for a public policy strengthen- 
ing this kind of actors, in particular SEs. 


Notes 


1 An ejido is a farm communally owned and operated by the inhabitants of a 
village. 
2 For more information about legal forms, see Conde (2015). 
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3 Society in collective name; limited partnership; limited-liability company; pub- 
lic limited-liability company; limited-stock partnership; cooperative; and sim- 
plified joint-stock company. 

4 Diana Elisa Bustos Contreras and Alfredo Tapia Naranjo of the National 
Institute of Forestry, Agriculture and Livestock (Instituto Nacional de Inves- 
tigaciones Forestales, Agricolas y Pecuarias, or INIFAP) for agricultural 
organisations; José Antonio Espinosa Garcia, INIFAP (livestock); Jesús Zarate 
Mancha, independent consultant (forestry); Mario Rechy Montiel, former 
Advisor to the Economic Development Committee in the Senate (cooperatives 
and workers’ organisations) and Alejandro Natal Martinez of the Universi- 
dad Autónoma Metropolitana Lerma (civil society organisations and social 
groups). Even though they each have a specific field of expertise, several of 
them expressed theirs view on all the legal forms. 
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8 Definition and Models of Social 
Enterprise in Peru 


María Angela Prialé and Susy Caballero 


Introduction 


Despite official Intentions and robust economic growth in recent years, 
Peru has made only limited progress in terms of social development. 
The Peruvian state has not succeeded in reducing social divisions, and 
gaps still exist in terms of meeting basic needs (Instituto Nacional de 
Estadística e Informática—INEI 2013; Ghezzi and Gallardo 2013). Some 
opinion leaders believe that, to deal with such a complex issue, deeper 
involvement is required from both the state and other social agents, spe- 
cifically private enterprises (market) and civil society (non-profit sector). 
This context gives the social enterprise (SE) phenomenon an opportunity 
to position itself as a potential vehicle for reducing economic and social 
disparities (Borgaza et al. 2008) in the Peruvian society. 

In this context, some research has been done in order to contribute to 
the understanding of the way in which SE is conceived and operates and 
of the characteristics of the institutional and social framework in which 
Peruvian SEs function. The latest research on these subjects includes the 
work carried out by Caballero et al. (2013), who approached the topic 
by focusing on the understanding of the role of personality traits, known 
as the Big Five in the social entrepreneurship process; by Farber et al. 
(2015), who made a first contribution to establishing SE operating mod- 
els that explain the relationship between SEs, the market and the intended 
beneficiaries for SEs active in Lima (Peru); and by Vera et al. (2016), 
who studied and contextualised the social and economic circumstances 
that enabled the gradual consolidation of a Peruvian social-enterprise 
ecosystem, analysing the mission, activities, human capital and opera- 
tional models of 460 social entrepreneurs working in Lima. However, 
despite these academic efforts, this field of knowledge is far from being 
consolidated. 

This study attempts to gain a deeper knowledge of the Peruvian SE 
landscape and to present an analytical approach to Peruvian SE. In order 
to achieve these goals, the chapter first puts forward a definition based 
on a historical review of the roots of Peruvian SEs. In the second section, 
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four SE models are presented; they capture the variety and complexity 
of the social-enterprise field in terms of activities and of legal forms (or 
organisational types)! adopted by social entrepreneurs in the absence of 
a specific legal framework. The modelling includes a characterisation of 
these SE models as regards three major dimensions—namely, the eco- 
nomic and entrepreneurial, the social and the participatory governance 
dimensions—of the “ideal type” of SE put forward by the EMES Interna- 
tional Research Network (Defourny and Nyssens 2012). Lastly, the chap- 
ter offers some conclusions and reflections regarding the SE movement. 

The methodology used was qualitative. Based on the information col- 
lected in 26 interviews with government officials, social entrepreneurs, 
academics and non-governmental or multilateral aid delegates, a SE 
definition commonly accepted and adapted to the Peruvian context was 
built. The models were created through a qualitative comparison of the 
answers given by 32 SEs to some selected questions in the ICSEM ques- 
tionnaire, across five of the six variables proposed by Kerlin (2010)— 
outcome emphasis, programme area focus, common organisational type, 
societal sector and strategic development base—and across different SE 
types—mutual-purpose, community-purpose, altruistic-purpose, ethical- 
purpose, private-purpose and public-statist-purpose types—in Gordon’s 
(2015) tradition-related typology. 


1. Understanding the Definition of Social 
Enterprise in Peru 


Social-enterprise characteristics—and, as a result, the concept’s definition— 
are based on the context in which the phenomenon develops (Defourny 
and Nyssens 2012; Kerlin 2010). This section explains how social enter- 
prise is understood in Peru, based on literature, the perspective of the 
different actors in the SE ecosystem and the institutional origins that gave 
birth to it. 


1.1. Social-Enterprise Definition 


The use of the term “social enterprise” is relatively new in Peru. Field- 
work shows that only academics, multilateral agencies, a few non-profits 
and some social entrepreneurs are familiar with this denomination. 
Locally, in academia, the most cited definition of SE is the one devel- 
oped by researchers from the Social Enterprise Knowledge Network 
(SEKN), who define SEs as “private (and formal) organisations that 
employ market strategies to obtain financial resources, in order to achieve 
social value for [their] members and/or for groups or communities and 
which are legally chartered as non-profit or cooperative organisations” 
(Márquez et al. 2010: 97). Among practitioners, the definition that pre- 
vails was developed by the international non-profit organisation NESST 
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and Digital Divide Data (2014: 9), which define SE as “an innovative 
business that seeks to resolve a social problem in a sustainable and profit- 
able manner”. 

The academic and applied approaches share, in their respective defini- 
tion of SE, the following two characteristics: (1) the existence of a social 
purpose, and (2) the search for economic self-sustainability through 
market mechanisms. In practice, the requirement of self-sustainability 
through market does not formally limit the possibility to get “non- 
market funding” nor the profit distribution. Hence, the intensity of 
market dependence raises two controversial aspects when it comes to 
constructing a definition of SE in the Peruvian context. 

The first aspect is linked to the specific legal form of social enterprises 
and to the related issue of their profit-distribution policies. Regarding 
the legal form, some experts believe that SEs should be registered as non- 
profit organisations, while others favour a for-profit status. With respect 
to profit distribution, some actors believe that, in order to be considered 
as a SE, an initiative’s profits should be wholly reinvested; others consider 
that profits can be distributed among shareholders; and a third group of 
actors are simply unconcerned about the profit dimension, as long as the 
social purpose remains central. Such differences of opinion can probably 
be accounted for by the fact that Peru has not developed a legal frame- 
work for SE as a sector, which forces organisations to operate under a 
variety of legal forms. Some use the umbrella of the General Corpora- 
tion Law (Ley General de Sociedades—Law No. 26887 1997) or the 
Individual Limited Liability Company Law (Ley de Empresa Individual 
de Responsabilidad Limitada/E.I.R.L—Law No. 21621 1976), which 
govern all for-profit organisations and give them freedom to decide what 
to do with their profits. Others use the Civil Code, which regulates non- 
profits and requires them to reinvest revenues in the organisation (Legis- 
lative Decree No. 295 1984). A third group uses the General Cooperative 
Law (Law No. 29683 2011), and some SEs even combine two legal forms: 
itis indeed possible for an organisation to operate as a non-profit and as 
a corporation in tandem (with two separate legal persons) to achieve a 
single purpose (Farber et al. 2015). 

As far as the legal aspect is concerned, a recent development is worth 
underlining here: in March 2018, Congressman Alberto de Belaunde 
presented a bill on societies of benefit and collective interest (sociedades 
de beneficio e interés colectivo, or BIC), with the purpose of establish- 
ing a legal framework for for-profit organisations, constituted within the 
framework of the General Law of Societies, that integrate in their pur- 
pose the generation of social and/or environmental benefit or reduce any 
negative impact they might have on the community and the environment. 
Strictly speaking, the bill proposes an extension of the enterprise corpo- 
rate purpose in which commitment to economic value creation for share- 
holders is integrated with the social and environmental development of 
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the country, and both aspects are given the same weight. The bill does 
not seek to grant tax benefits to BIC companies; its main purpose is to 
give them a stable and clearly defined legal basis upon which to operate 
in front of society and investors, safeguarding their long-term purpose, 
and to recognise and promote this type of company. It is expected that 
the proposed law will be debated and refined in the second half of 2018 
(De Belaunde 2017). 

The second controversial aspect to consider is linked to SE’s origins 
and to the related question of whether, in the Peruvian context, an influ- 
ence of any of the schools of thought identified by Defourny and Nys- 
sens (2012) can be identified. In this regard, the predominant vision is 
that the Peruvian definition of SE is aligned with the school of thought 
that Defourny and Nyssens (2012), based on Dees and Anderson (2006), 
named the “earned-income” school. This school, developed in the United 
Sates, includes two forms of social enterprise: a “commercial non-profit” 
approach, which refers to a quest, among on-profit organisations, for 
a diversification in terms of financial resources; and a “mission-driven 
business” approach, referring to commercial companies with social 
objectives. Nonetheless, deeper analysis shows that—similarly to what 
Defourny and Nyssens (2012) report for SEs in Europe—in Peru, some 
of these organisations are rooted in the third sector, or social economy, 
particularly when their foundational aspirations take into account the 
Andean tradition of reciprocity. Therefore, it is realistic to state that the 
“Peruvian school of thought” on SE shares common traits with both 
the US “earned-income” school of thought and the European approach, 
and that these organisations’ origins reveal a hybridisation process of the 
market and reciprocity logics. 

The concept of SE in Peru is framed in the development and con- 
solidation of the formalised third sector and the evolution of the social 
approach to commercial enterprises. According to findings presented in 
Peru and refined in a proposal by Farber et al. (2015), a SE is defined as 
a private and formal organisation with an entrepreneurial dynamic and 
market strategies whose aim is to tackle a social or environmental prob- 
lem and which is economically sustainable, mainly thanks to the sale of 
a product or service in the market and, to a lesser extent, through the use 
of other public or private funds. Moreover, SEs’ profit-distribution policy 
denotes a profound commitment to social or environmental purposes. 

Figure 8.1 summarises the position of SEs as hybrid organisations 
operating under the umbrellas of the third sector, or social economy, on 
the one hand, and of the market economy, on the other. 

The left side shows the path followed by for-profit organisations to 
social business. Basically, it reflects the incorporation of social and envi- 
ronmental concerns into the core of these organisations. The right side 
corresponds to the evolution of formal non-profit third-sector organisa- 
tions; it shows the way in which non-profits have gradually integrated the 
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concern for self-economic sufficiency, which is now reflected in the sale 
of products and services in the market in combination with other public 
or private funds. SE is found at the meeting point of these converging 
trends; it is a hybrid organisational form that incorporates characteristics 
from both the social and market economies. The roots of that hybridisa- 
tion will be explained in the next section. 


1.2. The Roots of Social Enterprise in Peru 


The Third Sector 


One of the roots of Peruvian SE is to be found in the third sector. The 
Peruvian third sector is defined by Portocarrero et al. (2002) as the 
group of organisations that meet the following five characteristics: 
(1) they are private and separate from the government in their decision- 
making and internal functioning, but they may receive funds from 
the government; (2) they do not distribute profits, but reinvest them 
in the organisation; (3) they are institutionalised, with a stable and 
functional structure that can be legally formalised or not; (4) they are 
self-governed, i.e. they control their internal planning and execution; 
and (5) they have a voluntary constitution and promote voluntary jobs 
within the organisation. Similarly to what is the case in some European 
countries, as Defourny and Nyssens (2012) have highlighted, in Peru, 
the third sector is the same as the social economy (although the lat- 
ter term is less frequently used in Peruvian literature) and its origins 
are grounded in the solidarity dynamics, reciprocity and redistribution 
principles of the ancient Peruvian civilisation. Peru indeed has a histori- 
cal tradition of solidarity inherited from the Inca Empire—the “Andean 
reciprocity” —which has survived until now (Portocarrero and Sanborn 
1998; Montoya 2017). 

The third sector consists mainly of non-profit organisations, soup 
kitchens, mothers’ groups, neighbourhood councils, foundations and 
charities, among others. As regards the specific case of cooperatives, Por- 
tocarrero and Sanborn (1998) consider them as part of the third sector 
because they are created and built on the tradition of solidarity and self- 
help among people with a view to overcoming government flaws. In the 
following paragraphs, we will develop the history and link to the SE 
phenomenon of three types of third-sector organisations—namely coop- 
eratives, non-profit organisations and popular organisations. 


Cooperatives One of the most visible promoters of cooperatives was 
Victor Raul Haya de la Torre, leader of the political party Alianza Popu- 
lar Revolucionaria Americana (APRA). Founded in 1919, APRA shared 
with José Carlos Mariátegui, one of the most renowned intellectuals of 
the history of Peru and founder of the Socialist Party, the dedication 
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to look for socio-economic relations based on reciprocity, cooperation 
and solidarity instead of capital (Montoya 2017). According to Mon- 
toya (2017), Haya de la Torre proposed an anti-imperialist state based 
on the formation of a cooperative nationalised system. Later, in the 
1940s and 1950s, several institutions—such as the Peruvian Coopera- 
tive Institute (Instituto Cooperativo del Perú), “Cooperar” Magazine, 
the Union of Cooperatives from Puno and the National Federation of 
Savings and Credit Cooperatives—were founded to promote the coop- 
erative movement. 

The theoretical promotion of cooperatives in the 1940s and 1950s was 
put into practice by General Juan Velasco Alvarado after he conducted a 
military coup and took control of the country in 1968. Velasco also led 
the Land Reform of the 1970s and, as stressed by Montoya (2017), one 
of his decisions was to develop cooperatives across the country, especially 
in the agricultural and industrial sectors. The organisational types that 
were promoted were mainly agricultural cooperatives of production, agri- 
cultural societies of social interest, industrial communities and socially 
owned enterprises. However, despite this initial impetus, over time, these 
organisations showed negative results in terms of productivity and as an 
employment generator (Montoya 2017; Schaller 2007). Furthermore, ine- 
quality persisted in Peruvian society and new forms of hierarchy emerged. 
This situation led these organisations to failure. By the 1980s, the coop- 
erative movement, especially in the rural sector, was also being wrecked 
by two terrorist movements, Sendero Luminoso and Movimiento Revolu- 
cionario Tupac Amaru. During Fernando Belaúnde's presidency (1980- 
1985), terrorists started leading insurgency activities in rural areas and 
tried to appeal to and get the support of peasants (Conger et al. 2009; 
Instituto de Democracia y Derechos Humanos de la Pontificia Universidad 
Católica del Perú—IDEHPUCP 2009). Even though not all peasants were 
convinced and many sought to stay away from violence, terrorism gener- 
ated a high economic and social cost to rural cooperatives: it destroyed 
their infrastructure and machinery and caused the loss of their link to the 
market, and their leaders and workers fled the violence (Mogrovejo et al. 
2012). Later on, during Alan Garcia's presidency (1985-1990), which led 
the country to a terrible economic and political collapse (Cermeño and De 
la Cruz 1991; Crabtree 2005; Schydlowsky 1989), terrorists threatened, 
tortured and killed cooperatives” leaders and workers. This resulted in 
an exodus of cooperative workforce (Mogrovejo et al. 2012). During the 
1990s, according to Mogrovejo et al. (2012), a new cooperative crisis 
emerged as a result of the neoliberal approach of Alberto Fujimori, who 
promulgated several laws that were unfavourable to cooperatives, and 
even omitted cooperatives from the constitution in 1993. This weakened 
cooperatives and led most of them to terminate their activities. 

However, over the last two decades, after Fujimori left the govern- 
ment in 2001, cooperative institutions resurfaced, and in 2017, with the 
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support of the Ministry of Production through the creation of the Coop- 
erative Direction, cooperatives were redefined. Cooperatives are currently 
considered as autonomous non-profit associations, created voluntarily by 
individuals or legal persons (who must comply with some preconditions) 
to meet their own economic, social and cultural aspirations, through a 
Jointly owned organisation that is democratically managed. The work 
of cooperatives is based on four main principles: the free and voluntary 
association of members; the economic self-sustainability of their opera- 
tions; self-management (members must run their cooperative); and the 
absence of “for-profit” objectives, which means that, in Peru, all coop- 
eratives exist only with the objective of being a source of work for their 
members (workers’ cooperatives) or, alternatively, with the goal of deliv- 
ering services to partners (users’ cooperatives) (PRODUCE 2009). In the 
last years, the government has also come to understand cooperatives as 
an organisational model making it possible to develop and improve the 
competitiveness (especially in international markets) of small farmers in 
rural areas. 

Nowadays, according to the 2017 national cooperative census, there 
are 1,245 cooperatives in Peru, and 90% of them are micro or small com- 
panies. Most of them are located in Lima and Callao (34.9%); the follow- 
ing towns by order of number of cooperatives are Junin (7.6%), Cusco 
(6.7%), Puno (6.7%), Cajamarca (6%) and Arequipa (5.1%). Concern- 
ing the sectors, agrarian cooperatives represent 29.7% of organisations; 
savings and credit cooperatives, 26.1%; multiple services cooperatives, 
11%; and special services cooperatives, 9.9% (INEI and PRODUCE 
2017). According to the Minister of Production in 2017, Pedro Olae- 
chea, “the census confirms that cooperatives were born primarily in the 
agro-industrial sector to strengthen it by allowing easier access to credit, 
therefore opening the opportunity to access new markets, in a trend that 
has increased over the last 10 years with the support of the Ministry of 
Production”. Cooperatives have more than 2.4 million members, 40% of 
which are women. They created 17,000 new formal job positions in 2016 
(PRODUCE 2017). Olaechea also highlighted that “cooperatives [were] 
an important engine of growth and employment generator in Peru”, 
and he mentioned that they were more concentrated in areas where tra- 
ditional banks were not quite present (PRODUCE 2017). Savings and 
credit cooperatives are considered as microfinance institutions, along 
with other organisations such as non-profits, rural banks (cajas rurales) 
and municipal banks (cajas municipales). During the last years, savings 
and credit cooperatives have been highly questioned because there is no 
formal system to regulate them; indeed, there is no formal registration 
system for cooperatives, and of the 659 savings and credit cooperatives 
identified in the country, only 24% are voluntarily supervised by the Fed- 
eration of Savings and Credit Cooperatives (Federación de Cooperativas 


Peru 213 


de Aborro y Crédito, or FENACREP)—which is incidentally not author- 
ised to sanction any misconduct (Gestión 2018). A bill has recently been 
submitted that provides for the regulation of savings and credit coop- 
eratives by the same authority that regulates banks. This is very impor- 


tant because it is suspected that some cooperatives launder money (La 
República 2018). 


Non-Profit Organisations The second type of third-sector organisation, 
namely the non-profit organisation or non-governmental organisation 
(NGO),? has its origins in the influence of the renaissance of Peruvian 
social sciences and the modernisation of the catholic principal of help- 
ing others during the 1960s. First, non-profit organisations focused on 
strengthening community-based organisations’ (or popular organisa- 
tions’) capacities for popular education, social awareness and reporting 
the political situation. These early organisations wanted to distinguish 
themselves from the state, presenting an alternative development pro- 
posal (Portocarrero and Sanborn 1998; Sahley and Danziger 1999). 

During the 1980s, non-profit projects motivated both by international 
trends (donors’ interest shifted from raising awareness to raising income) 
and by the will to meet local needs (migrants looked for a means to sur- 
vive in the city and became microentrepreneurs in the informal sector) 
focused on production and technical assistance to help their beneficiaries 
increase their income. In the late 1980s, terrorism generated a national 
crisis, with various consequences for non-profit organisations. On the 
one hand, community-based organisations’ leaders were threatened and 
often killed, so it was very difficult for non-profit organisations to work 
with them. Non-profit organisations’ workers were also threatened and 
some of them were killed, which forced them to “scale down” their vis- 
ibility and activities (Sahley and Danziger 1999). On the other hand, 
the government suspected non-profit organisations of working with ter- 
rorists, because of these organisations’ close links to community-based 
organisations, some of which had been infiltrated by terrorists. In this 
context, non-profit organisations focused on strengthening civil society 
through the promotion of political citizenship, on supporting locally 
based development projects and on defending human rights (Portocar- 
rero et al. 2002). 

In the early 1990s, non-profit organisations focused again on support- 
ing the population’s economic-survival strategies. They also supported 
food kitchens and Glass-of-Mill? committees. 

Under the government of President Alberto Fujimori, as Portocarrero 
and his co-authors synthesise, 


the central government did not have a coherent conception of the 
existence and importance of a third sector as such, independent of the 
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state and the private for-profit sector. On the one hand, the climate of 
relative freedom of association that had predominated in Peru since 
the restoration of democracy in 1980 was maintained and there was 
no systematic interference of the state in private associative life. But 
on the other hand, there was no widespread recognition of this sector 
in the discourses of public authorities, and in practice, the concentra- 
tion of power and resources in the central government reflected a 
widespread distrust toward autonomous and private initiatives. “Tol- 
erance but distrust”, then, could characterise the position of the Fuji- 
mori regime toward the majority of private non-profit organisations. 

Portocarrero et al. (2002: 154) 


In addition, Fujimori considered non-profit organisations “as [in] com- 
petition [with the state] for the minds and hearts of the poor” (Sahley 
and Danziger 1999: 18). Therefore, the government implemented many 
social programmes directly, although some were carried out by non- 
profit organisations that were subcontracted by the government, due to 
multilateral donors’ requests (Sahley and Danziger 1999). 

Later on, in 2008, as a result of an effective fifteen-year period of 
macroeconomic reforms, Peru was upgraded from “middle-income” to 
“upper-middle-income” country classification by the United Nations. 
According to COEECI (Colectivo de ONG Belgas del Perú—COEECI 
2013), the new country classification led to a reduction and progres- 
sive withdrawal of international aid. As a result, traditional non-profit 
organisations, which were dependent on donors to survive, began to have 
trouble sustaining themselves economically: a lot of non-profit organisa- 
tions had to face the challenges of economic survival by their own means. 
Because of that, and in order not to have to downscale their operations 
or even totally disappear, some of them chose to start selling products or 
services. Such evolution in the financing of their social activities makes 
these organisations one of the forerunners of social enterprise in Peru. 

All non-profit organisations are regulated by the Civil Code (De 
Belaúnde and Parodi 1998). The Civil Code contemplates three legal 
forms under which any non-profit can register: The first one is the asso- 
ciation, which is defined as a stable organisation of natural and/or legal 
persons, pursuing a non-lucrative purpose. The second form is the foun- 
dation, which is a non-profit organisation that seeks to meet religious, 
welfare, cultural or other social-interest objectives. The third form is that 
of committee, which is defined as an organisation of natural and/or legal 
persons, dedicated to the public collection of contributions for an altru- 
istic purpose (Ministerio de Justicia y Derechos Humanos 2015). The 
most common legal form is that of association, because it is simple and 
flexible in terms of internal governance and regulation. Foundations have 
more restrictions in legal and administrative terms; they are regulated by 
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the Council of Supervision of Foundations. Committees are less frequent, 
since they focus mainly on the public collection of contributions for a 
specific social aim, which in practice can be done under any of the two 
previous forms (Portocarrero and Sanborn 1998). 


Popular Organisations The third type of third-sector organisations 
linked to SE is that of popular organisations or community-based organi- 
sations. According to Portocarrero and Sanborn (1998), the first popu- 
lar organisations in the country—namely Glass-of-Milk committees and 
community kitchens (comedores populares)—emerged to respond to the 
social needs generated by the massive internal migration from rural to 
urban areas (especially Lima). In the 1972 population census, the internal 
mobility rate (i.e. the percentage of people who had moved from one area 
to another within the country) rose to 18% of the Peruvian population; 
this high figure can be accounted for by the land-reform crisis that mani- 
fested itself in the division of land, loss of productive capacities and even 
abandonment of thousands of hectares that had hitherto been produc- 
tive. By the 1980s and 1990s, the internal mobility rate reached 20% of 
the country’s population, as a result of migrants leaving the departments 
of Ayacucho, Huancavelica and Apurimac, which were the epicentre of 
the terrorist conflict (Sánchez 2015). Migrants, when moving to the cit- 
ies, kept their tradition of cooperation, and they formed self-help groups 
to support the urban poor. Most of these groups were founded by under- 
privileged women as a means to survive and to request basic services 
from the state. The groups also assume the responsibility of guiding the 
new migrants, and they have built a considerable part of the urban infra- 
structure of the nascent slums that have begun to surround Lima (to the 
east to San Juan de Lurigancho district; to the south to San Juan de Mira- 
flores, Villa Maria del Triunfo, Villa el Salvador, Pachacamac and Lurin 
districts; and to Ventanilla district on the seashore; see Sánchez 2015) 
and other cities in the provinces. Their activity, which has taken place 
in a grey area in terms of the legal formality required by public authori- 
ties, included the construction of houses, streets, schools, markets, public 
transport services, as well as the constitution of community-based patrols 
(rondas urbanas) to ensure the security of citizens and a certain level of 
administration of justice (Portocarrero and Sanborn 1998: 55). 

Quijano (1998) also lists other types of popular organisation, such as 
associations of street vendors, micro productive workshops and associa- 
tions of micro businessmen and small self-run businesses, also referred to as 
micro and small enterprises (MSEs). These organisations spread as a conse- 
quence of the employment crisis in the 1980s, and they were considered as 
a means of survival for the impoverished citizens excluded from the modern 
economic sector (Montoya 2017). Some of these organisations were infor- 
mal and emerged as self-employment initiatives (Favreau et al. 2002). 
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The term “popular”, used to refer to this type of organisation, repre- 
sents social change and democracy, taking into account the needs and 
interests of the majority, a feeling of group identity, a community-based 
form to live together and make joint decisions (Ortiz 2002), and “the 
alternative” to an imposed system that only benefited a few rich people 
(Ayerbe and Dupas 2005). Nevertheless, the concept of “popular econ- 
omy” was very diverse in itself because it brought together the majority 
of the population and the specific needs of many different groups (Guerra 
2010). In 1991, Law No. 25307 provided a legal framework for popu- 
lar organisations working in food-support services to formally register 
(De Belaúnde and Parodi 1998). Law No. 28015 was promulgated in 
2003 in order to promote the action and formalisation of MSEs (Con- 
greso 2003). In 2013, it was modified by Law No. 30056 (Congreso 
2013), and in 2016, the government published Legislative Decree 
No. 1269, which creates the MSE Tax Regime (RPP 2016). 


The Business Sector 


Other roots of SE in Peru are anchored in the evolution of the business 
sector; enterprises in this sector have progressed in terms of their social 
orientation and of the way in which they see their role in the country’s 
development. This social orientation reflects how Peruvian enterprises 
see corporate social responsibility (CSR). According to Portocarrero and 
Sanborn (1998), there is evidence that, after the agrarian reform and 
nationalisation of companies in the 1970s, the oligarchic Peruvian elites 
developed philanthropic initiatives based on the Christian mission of 
charity, on civic and moral concerns, as well as on a search for public 
recognition; this might have constituted the beginning of CSR in Peru. 
As mentioned by Portocarrero and Sanborn (1998), in the late 1980s, 
the social instability of the country was obvious; businessmen, realising 
that their prosperity was based on the political and social stability of 
the country, started focusing on implementing social-responsibility pro- 
grammes in education, culture, environmental protection, community 
development and protection of children, as a renewed version of the phil- 
anthropic practices of landowners from the past. 

Over the years, these philanthropic initiatives began to become institu- 
tionalised in different ways (Caravedo 2010). For example, the National 
Confederation of Private Business Institutions (Confederación Nacional 
de Instituciones Empresariales Privadas, or CONFIEP), was founded 
in 1984 to “promote and ensure the development of business activity 
aimed at the welfare of citizens”; it is “working for an ethical, com- 
petitive system and [is] committed to the development of the country” 
(Confiep 2017). The Peruvian Institute of Business Administration (Insti- 
tuto Peruano de Administración de Empresas, or IPAE) promotes spaces 
to support the exchange of ideas between businessmen and university 
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students, and with educational representatives (Sulmont 1999). In 1994, 
Peru 2021, a non-profit organisation, was founded by a group of young 
businessmen with the aim to contribute to the “national reconstruction” 
(Sanborn 2008), promote a long-term view of development and highlight 
the leadership role of the business sector in the transformation of the 
country (Sulmont 1999). Peru 2021 received the support of international 
cooperation agencies that saw in CSR an alternative to the traditional 
governmental social programmes (Sanborn 2008). In the following years, 
Peru 2021 signed alliances with IDB, USAID and AVINA, and it became 
the representative of the World Business Council for Sustainable Devel- 
opment (WBCSD) in Peru (Peru 2021 2017). 

Corporate social responsibility (CSR) practices implemented by big 
enterprises operating in the country gained significant importance dur- 
ing the 1990s (Sulmont 1999). According to Sanborn (2008), there were 
several definitions of CSR at the time, but they all agreed on the fact 
that CSR is an applied management approach that integrates the concern 
for the enterprise’s different stakeholders (such as workers, stockholders, 
suppliers, clients, communities and the environment, among others) and 
which surpasses their legal obligations. Sulmont (1999), quoting Baltazar 
Caravedo, refers to CSR as a way in which businesses relate to their 
context with the aim to promote win-win relationships in a long-term 
perspective. He also distinguishes CSR from philanthropy or humanitar- 
ian actions by the owners, and from social investment or responses to 
specific social or environmental requirements that have to be met in order 
for the enterprise to operate. Therefore, CSR has a greater scope than 
philanthropy and social investment. 

Sanborn (2008) considered the 1990s as the first phase of CSR develop- 
ment in Peru, with the beginning of economic openness and the restora- 
tion of political order in an authoritarian way. The interest of companies 
to promote CSR responded to the country’s general lack of sustainabil- 
ity, which was itself linked to the build-up of problems such as poverty, 
unemployment, drug trafficking, poor quality of education and health, 
deterioration of the environment and deepening of the institutional crisis. 
All these factors indeed represent serious risks to any investment (Sul- 
mont 1999). Since then, the development of CSR has responded to mar- 
ket demands, donors and international funds’ priorities and civil-society 
pressure (Sanborn 2008). CSR has been promoted mainly by the manag- 
ers of top companies in the country, while business leaders of medium 
and small companies were sceptical and saw it as an expenditure rather 
than as an investment (Sulmont 1999), 

According to Sanborn (2008), the second phase of CSR development 
in Peru corresponds to the 2000s, which were characterised by contin- 
ued neoliberal economic policy, democracy and an increasing demand 
for accountability. The relationship between the business and political 
sectors was unstable, and the government lost its legitimacy to control 
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social conflicts. Furthermore, CSR had gained more promoters, such as 
non-profit organisations and citizens, and more international allies. CSR 
was well known, but only in the context of top national or multinational 
companies based in Peru. CSR activities focused mainly on donations 
and management of social projects with the community. To take care of 
that job, some companies created their own foundations or non-profit 
organisations. Over the years, top companies became concerned about 
meeting international standards and obtaining certifications validating 
their responsible practices. In 2006, the Technical Committee of Corpo- 
rate Social Responsibility ISO 26000 was formed in Peru and allowed 
local representatives from the for-profit, non-profit and public sectors to 
take part in the elaboration of the norm. The same year, a new related 
concept emerged: that of “inclusive business”. According to SNV and 
WBCSD (2010), it refers to 


entrepreneurial initiatives that are economically profitable and envi- 
ronmentally and socially responsible. Underpinned by a philosophy 
of creating mutual value, inclusive businesses contribute to improv- 
ing the quality of life of low-income communities by integrating them 
in the business value chain in three ways: (1) as suppliers of services 
and/or raw materials; (2) as distributors of goods and/or services; or 
(3) as consumers, by offering goods and services to fulfil their essen- 
tial needs at prices they can afford. 

SNV and WBCSD (2010: 10) 


The concept was promoted by the Alliance for Inclusive Business (an 
organisation comprising the World Business Council for Sustainable 
Development [WBCSD] and SNV, a Dutch international organisation) 
with the goal of reducing poverty through the implementation of com- 
mercially viable initiatives led by the private sector. Some Peruvian com- 
panies with a well-developed sustainability approach integrated the 
inclusive business proposal in their business practices. 

In 2011, Porter and Kramer stressed the concept of “shared value” as 
a strategy to generate 


economic value in a way that also produces value for society by 
addressing its challenges. A shared value approach reconnects com- 
pany success with social progress. Firms can do this in three distinct 
ways: by reconceiving products and markets, redefining productivity 
in the value chain and building supportive industry clusters at the 
company’s locations. 

Porter and Kramer (2011: 6) 


Some multinational companies operating in Peru adopted the approach 
of shared value as their sustainability strategy. However, to date, most 
medium, small and microenterprises, which represent the majority of 
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enterprises in Peru, remain sceptical and relate those concepts (CSR, 
inclusive business and shared value) with big companies that have the 
budget to afford it. 

In this context, it is interesting to note that there are 25 companies 
recognised as B Corps in Peru, and that most of them are medium or 
small companies (Universidad del Pacífico 2015). B Corps is a certifica- 
tion managed by B Lab in the United States of America. The certifica- 
tion is given to for-profit organisations that get 80 points or more in an 
evaluation (called “B impact assessment”) that considers aspects linked 
to governance, the community, clients, the environment and the workers. 
The aim of the certification is to promote companies that are “the best 
for the world”, and not just “the best of the world”. In that sense, the 
certification recognises those for-profit organisations that give the same 
consideration to social and environmental purposes as to their economic 
results. So, B Corps incorporate their social and environmental objectives 
within their business model. 

In 2012, a group of Latin Americans inspired by the movement of 
B Corps and convinced of the importance of disseminating this approach 
in the economy formed Sistema B. In Peru, it officially started in 2016. 
The purpose of Sistema B is to achieve an economy in which success 
is defined by the well-being of people, societies and nature. In order to 
achieve this vision, Sistema B has a system approach by which they work 
with investors, public-policy leaders, opinion leaders, academia, B Corps, 
regular companies and customers to contribute to an ecosystem that is 
favourable to B Corps and other economic entities that use the power of 
the market to solve social and environmental problems (Sistema B 2017). 
Sistema B could be considered as an expression of the current perception 
that companies could do more for social development, and that CSR is 
not enough. 


2. Social-Enterprise Models and EMES Dimensions 
in the Peruvian Context 


The models of Peruvian SE emerged from the qualitative analysis of a 
set of selected items from a database on 32 Peruvian organisations that 
considered themselves as SEs. Answers were analysed based on Kerlin’s 
variables for SE models (2010) and Gordon’s tradition-based typology of 
SE (2015). The database was elaborated on the basis of the international 
ICSEM survey, a tool developed by the ICSEM Project (see introduction 
of the book). 


2.1. Building Models 


The application of Kerlin’s (2010) variables to the clustering of data on 
Peruvian SEs took into account five out of the six variables developed by 
her study: (1) outcome emphasis, or the immediate goal pursued through 
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the implementation of the SE’s activity; (2) programme area focus, or 
the type of activity that is generally carried out by the SE; (3) common 
organisational type, or the legal form used by the SE; (4) societal sec- 
tor, or the immediate sector or environment in which the SE operates; 
and (5) strategic development base, or the source of funding for the SE. 
There is a sixth variable proposed by Kerlin (2010), which reflects the 
existence of a legal framework for SEs, as a group or sector, in a country. 
However, as in Peru a specific legal framework for SEs does not exist, 
this variable was removed from the process of modelling, since it did 
not allow to identify differences among the organisations of the sample. 
Although Kerlin (2010) used these variables for a comparative analysis 
at a macro level, with a view to identifying models of SE in seven regions, 
in the case of Peru, the lack of specific macro-institutional framework led 
to adopt a meso-level perspective (Defourny and Nyssens 2017) in order 
to adapt Kerlin’s (2010) variables to analyse the organisational charac- 
teristics of and identify similarities and differences between SEs from the 
same country. 

The approach put forward by Gordon (2015), who distinguishes 
six types of SE in relation to the “traditions” from which they were 
born, constituted a second source that contributed to the creation of 
models. These six types are: the mutual-purpose, community-purpose, 
altruistic-purpose, ethical-purpose, private-market-purpose and public- 
statist-purpose types; they explain SEs’ different types of production and 
mission. The mutual-purpose type refers to alternative economic insti- 
tutions that support their members’ mutual interest and benefit. The 
community-purpose type corresponds to organisations involving collec- 
tive and cooperative control for community development. The altruistic- 
purpose type refers to charitable, philanthropic, voluntary or “non-profit” 
sector organisations seeking to resolve social issues in the fields of health, 
education, welfare or alleviation of poverty. The ethical-purpose type is 
linked to entrepreneurship based on ethical values and aiming to achieve 
radical societal change. The private-market-purpose type encompasses 
private sector organisations serving individual or group needs through a 
market- and private-profit-oriented approach. Finally, the public-statist- 
purpose type refers to the reconfiguration or “externalisation” of public 
services under the organisational form of social enterprise. 

After selecting Kerlin’s (2010) variables and Gordon’s ( 2015) types as 
the analytical lens to be used, specific items of the ICSEM survey were 
chosen, on the basis of which the clustering of data and analysis were then 
carried out. Topics that “congregate” these items are shown in table 8.1 
(third point). The selected items concern social enterprises’ mission and 
objectives, the products/services they offer, the organisational or legal 
form under which they operate, their membership of networks or groups 
and their association with other organisations. In order to build models, 
answers to the selected items were grouped on the basis of their recurrence. 
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Table 8.1 Approach used for the definition of Peruvian SE models 


1. Kerlin’s variables (2010) 2. SE types (Gordon 2015) 
Outcome emphasis Mutual purpose 
Programme area focus Community purpose 
Common organisational type Altruistic purpose 

Societal sector Ethical purpose 

Strategic development base Private-market purpose 


Public-statist purpose 


3. Topics analysed on the basis of selected items from the ICSEM survey 
(EMES SE dimension[s] analysed through each topic) 


- Social mission (social dimension) - Legal form (governance 

- Main objectives (social dimension) dimension) 

- Products/services offered (economic - Description of the SE (social 
dimension) and governance dimensions) 

- Products/services-mission relationship - Number and type of workers 
(social dimension) (economic dimension) 

- Degree of formality of the SE (governance - Type of aid received by the SE 
dimension) (economic dimension) 


- Membership in a network or group 
(governance dimension) 


Source: The authors, on the basis of Kerlin (2010), Gordon (2015) and Defourny and 
Nyssens (2012). 


In parallel, with a view to deepening our knowledge of the emergent 
models, the analysis also included some items that allowed an assessment 
of the enterprises on the basis of the indicators of the three dimensions of 
the “ideal type” of SE put forward by the EMES Network (Defourny and 
Nyssens 2012). These three dimensions of the “ideal-typical” SE are the 
economic and entrepreneurial dimension; the social dimension; and the 
participatory governance dimension. Indicators for the first dimension 
are: (1) a continuous activity producing goods and/or selling services; 
(2) a significant level of economic risk; and (3) a minimum amount of paid 
work. Regarding the social dimension, the indicators are: (1) an explicit 
aim to benefit the community; (2) an initiative launched by a group of 
citizens or civil-society organisations; and (3) a limited profit distribu- 
tion. Finally, the governance dimension is analysed though the following 
indicators: (1) a high degree of autonomy; (2) a decision-making power 
not based on capital ownership; and (3) a participatory nature, which 
involves various parties affected by the activity. 

Table 8.1 summarises the variables and topics selected among those ana- 
lysed by the ICSEM survey to build and to describe Peruvian SE models. 

As a result of the approach described above, the following four SE mod- 
els emerged: the non-profit SE; the social cooperative; the social business; 
and the non-profit/social-business partnership. Table 8.2 synthesises the 
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results that emerged from the analysis of each variable for each of the 
four models of SE. A brief description of each model is then presented, 
and synthesised in table 8.3 at the end of section 2. 


2.2. Non-Profit SE Model 


This model encompasses SEs operating under the organisational type of 
association or foundation and which are legally described as non-profit 
organisations governed by the Civil Code (Legislative Decree No. 295 
1984). It may also include some popular organisations, such as formal- 
ised soup kitchens (Law No. 25307 1991). 

Among Kerlin’s (2010) variables, the programme area focus and the 
strategic development base help to explain how these SEs generate an 
economic return that supports their social mission. Their strategies focus 
either on working along with vulnerable people—offering them train- 
ing and labour integration—and/or on delivering a product or service 
that contains in itself the social/environmental mission. The programme 
area focus can involve training, education, workshops, social projects 
and product sales; non-profit activities include both activities aiming 
to benefit the human being (social mission) and market activities. The 


Table 8.3 Models of SE and EMES indicators 


MES indicators| Economic and Social dimensions Participatory 
entrepreneurial of SEs governance 
dimensions of SEs dimensions of SEs 

SE models PA ER PW BC LCS LPD HAD DD PN 

Non-profit SE Y Y Y Y Y v v Y + 

Social cooperative Y Y v v Y Y Y x“ Y 

Social business Y Y v Y + + Y + + 

Non-profit/social- Y Y v x + + + £ £ 
business partnership 


Legend: 

Y = all the organisations belonging to this model comply with the indicator 

+ = some of the SEs belonging to this model comply with the indicator, others only do so to 
some extent, and others still do not comply with the indicator 

PA = A continuous activity producing goods and/or selling services 

ER = A significant level of economic risk 

PW = A minimum amount of paid work 

BC = An explicit aim to benefit the community 

LCS = An initiative launched by a group of citizens or a civil-society organisation 

LPD = A limited profit distribution 

HAD = A high degree of autonomy 

DD = A decision-making power not based on capital ownership 

PN = A participatory nature, which involves various parties affected by the activity 
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commercial activities are not the only source of income; they are comple- 
mented by other forms of support, such as donations, subsidies, incuba- 
tor services and loans, among others. 

Regarding Kerlin’s societal-sector variable, answers show that organi- 
sations belonging to this model tend to adopt a social-oriented approach, 
benefiting vulnerable communities and populations, but do not exclude 
market-based activities in order to achieve economic returns to scale up 
their social mission. As regards the overall SE objective, which corre- 
sponds to the “outcome emphasis” variable proposed by Kerlin (2010), 
non-profit SEs pursue the achievement of social benefits; this is a central 
element in their statutes. Also worth underlying is the fact that, in our 
sample, none of the SEs belonging to this model is currently a member of 
a network or group. 

As far Gordon’s (2015) tradition-related typology is concerned, 
answers to the ICSEM survey revealed that over 50% of the SEs belong- 
ing to this model were of the community-purpose type. As these SEs’ 
social or environmental purpose is a priority, the community or a group 
of vulnerable people are their first beneficiaries. Due to their legal form, 
SEs belonging to this model do not allow the distribution of profits, and 
any kind of surplus must be reinvested in the organisation. The legal 
form also dictates that the initiative must originate in the resourcefulness 
of a group of individuals or a third-sector organisation, with a social mis- 
sion to benefit a particular community or geographic area. 

Organisations belonging to the non-profit SE model thus match all 
the indicators of the social and economic dimensions of the EMES ideal- 
typical social enterprise. As far as the governance dimension is concerned, 
the indicators relating to autonomy and the decision-making power are 
also met by nearly all organisations in this group. Indeed, almost all 
the organisations of this model strive for and maintain a high degree 
of autonomy in their management and direction, despite their depend- 
ence on private donations/funds or public subsidies. However, there are 
mixed situations in terms of the participatory nature of governance. In 
some organisations, various parties are strongly involved in the decision- 
making process, while in others, the decision-making power is centralised 
in the hands of the founding group or of an individual promoter. 

An example of SE of the non-profit SE type is APROPO, a non-profit 
organisation that has been providing free sexual-orientation services 
(such as family planning and sexual education) to the general public 
since 1983. APROPO achieves its sustainability through the selling of 
its own brand of condoms and also receives donations and financial aid. 
Both operations—the free provision of sexual-orientation services and 
the commercialisation of condoms—are carried out by the NGO. Due 
to its legal form, APROPO is authorised to receive external funds from 
donors or international aid to scale up its social projects. 
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2.3. Social-Cooperatiue Model 


The social-cooperative model includes SEs operating under the legal form 
of cooperative, which is regulated by the General Law of Cooperatives 
(Ley General de Cooperatiuas), enacted in 2011. 

The outcome emphasis of SEs belonging to this model is put on pro- 
viding a social benefit to the SE members and their community, and on 
achieving self-sustainability through the participation and contribution 
of the SE’s partners. Partners are simultaneously “investors” and benefi- 
ciaries of the SE. Therefore, the programme focus of this model is to ben- 
efit the partners in different ways such as: (1) possibility for the members 
to buy and sell products within the cooperative; (2) possibility for the 
members to act as both providers and receivers of technical training, in a 
mutual learning process; or (3) possibility for the members to contribute 
to the SE’s governance by occupying governance roles. SEs of the social- 
cooperative type aim to benefit and develop the community within which 
they operate and to establish projects launched collectively; they thus 
correspond to the mutual- and community-purpose types in Gordon’s 
typology. 

The strategic development of SEs of this type is supported by the mar- 
ket, but their growth is limited by the financial capacities of the coopera- 
tive’s members. Indeed, the law provides that cooperatives can only raise 
funds from their members (Law No. 29683 2011). For example, in the 
specific case of credit unions, three limitations exist: (1) they can only 
raise funds from their members; (2) they can only grant credits to their 
members; and (3) their deposits are not endorsed by the Deposit Insur- 
ance Fund (Fondo de Seguro de Depósitos) (Law No. 26702 1996). As 
for Kerlin’s societal-sector variable, these organisations fit in the social- 
economy sector, as cooperatives follow a social-oriented approach, ben- 
efiting their members and the community in which they exist through 
market-based activities. Finally, none of the SEs belonging to this model 
is a member of a network or group. 

As can be observed in table 8.3, regarding the dimensions analysed in 
the EMES approach, SEs of this type meet all the indicators of each of 
the three dimensions. Particularly worth noting is the fact that SEs of the 
social-cooperative type are the only organisations in Peru that explic- 
itly comply with the indicator relative to not having the decision-making 
power based on capital ownership; this commitment is indeed part of 
their statutes. 

An example of SE belonging to this model is Santa Rosa Savings and 
Credit Cooperative. A group of citizens, initially motivated by a priest 
from the area, invested the initial capital to create a cooperative that 
would give them access to services that the traditional financial system 
denied them. Each member of Santa Rosa has one vote, regardless of 
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their capital contribution, and strategic decisions are made democrati- 
cally by the general assembly of members. When there is a surplus, it is 
distributed to the members in proportion to their transactions with the 
cooperative. The social goal of the cooperative is to offer credit and finan- 
cial services to cooperative members. Like it is the case in most savings 
and credit cooperatives, these services are provided only to the members. 


2.4. Social-Business Model 


SEs belonging to the social-business model are market-based ventures 
that pursue social objectives (Yunus 2010). In the Peruvian context, 
they can operate under three distinct legal forms: as closed corporations 
(Sociedad Anónima Cerrada, or SAC), as open corporations (Sociedad 
Anónima Abierta, or SAA) (Law No. 26887 1997) or as individual 
limited-liability companies (Sociedad de Responsabilidad Limitada, or 
SRL) (Law No. 21621 1976). 

Their strategy development and outcome emphasis are closely con- 
nected. The former does not aim at profit maximisation but at the adop- 
tion and inclusion of business tools to operate in a competitive market 
and, at the same time, achieve their social mission. Some SEs of this type 
have been successful in winning initial funding from incubator services 
and technical support from private agencies. However, their sustainabil- 
ity depends on the development of initiatives, based on the continuous 
use of the most effective business methods. As a consequence, their out- 
come emphasis is on both social and economic results. 

The programme area focus of most SEs of the social-business type is the 
provision of human services through employment and trade activities. The 
market economy constitutes the immediate environment or societal sector 
in which these activities are carried out. Production can be central and 
related to the social/environmental mission but it is not a requirement. In 
this type of SE, profit distribution is permitted—and even desirable—and 
it is not formally limited, but it is conditioned by the purpose of creating 
positive impact in society and the environment. In Gordon's tradition- 
based typology, these SEs would correspond to the private-market-purpose 
type of SE. The core value of these initiatives refers to the generation of 
benefits for their customers and, more broadly, society, while still main- 
taining a private-profit objective. Finally, none of the SEs belonging to this 
model is currently a member of a network or group. 

In Peru, certified B Corps are an example of this type of SE. One of 
them is Sustainable Fishery Trade, a closed corporation supporting fair 
and sustainable trade for artisanal fisheries. The company’s supplies 
come directly from small fishing communities; the fish are then sold to 
restaurants and retail shops. The corporation develops a shared-value 
approach. By eliminating intermediaries, Sustainable Fishery Trade helps 
to ensure improved livelihoods for fishing households. The enterprise 
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also strives to encourage positive conservation practices and to minimise 
overfishing of marine species by offering training in sustainable harvest- 
ing to fishing communities. Beside its trading activity, the SE develops 
projects to improve the quality of life of fishermen and supports research 
on marine resources preservation. In order to scale up its operations, the 
SE has received funds from social investors and research partners. 

Concerning the EMES indicators, as table 8.3 shows, SEs of the social- 
business type meet all the indicators of the economic and entrepreneur- 
ial dimension. Regarding the social dimension, it is observed that SEs 
belonging to this model do pursue an explicit objective to benefit the 
community; however, as far as the other two indicators of this dimension 
are concerned, the degree of compliance varies, depending on the found- 
er’s choices. Social businesses are not bound to refrain from profit-shar- 
ing, but social entrepreneurs from this model aim to ensure that profit 
distribution does not compromise the organisation’s social purpose. And 
since the existence of the SE is usually linked to strong individual leader- 
ship, the indicator about the social enterprise being an initiative launched 
by a group of citizens or civil society organisations is rarely met. Finally, 
as regards the participatory governance dimension, organisations belong- 
ing to the social-business model fully comply with only one indicator: 
they have a high degree of autonomy. Compliance with the other two 
indicators—a decision-making power not based on capital ownership 
and a participatory nature—is not legally required. As a result, natu- 
ral or legal persons who chose this organisational form seek to imple- 
ment a decision-making process based on capital ownership. However, 
even when such a process is actually implemented, entrepreneurs in SEs 
belonging to this model use different mechanisms of communication to 
take stakeholders into account in their decision-making process. 


2.5. Non-Profit/Social Business Partnership Model 


The last model results from the dynamics at play between at least two 
organisations that are recognised as being in practice (but not necessarily 
formally) members of a same network or group. Each organisation of the 
group adopts a specific legal form that “embodies” its unique organisa- 
tional dynamics. It can be said that this SE model represents the fusion of 
the non-profit SE and the social-business models. Such merger can take 
two forms: (1) a social-business venture can set up a traditional non- 
profit organisation; or (2) a non-profit organisation can create a social 
business. 

Given the particular nature of enterprises belonging to this model, their 
outcome emphasis or immediate goals (Kerlin 2010) are both economic 
and social benefits. The non-profit partner underlines the organisation’s 
foundational social commitment, while the social business implements 
a strong market-focus strategy in a responsible way. The predominant 
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programme area focus of these SEs corresponds to commercial and 
employment activities (for the business “side” of the partnership) and 
to the pursuit of social or environmental benefits (for the non-profit 
“side”). Therefore, the societal sector in which these SEs operate cor- 
responds both to the market economy and the social economy. As for 
the SE type according to Gordon tradition-based typology, entrepreneurs 
of this model consider that their organisations fit with three models: 
the community-purpose, altruistic-purpose and private-market-purpose 
types. The ambivalence of this “fusion” model allows a strategic develop- 
ment based both on the market and on donors. 

In the specific case of social businesses that create non-profit organisa- 
tions to develop their social missions/programmes, the fact of adopting 
the legal form of closed corporation provides them with a framework 
that allows them to operate with business methods and to generate and 
distribute profits. Profits generated by the business flow into the non- 
profit organisation, as this NPO is the social business’ main shareholder. 
Social activities are carried out by non-profit subsidiaries or branches 
created by the social business. For example, Uma Vida is a closed cor- 
poration that sells bottled water under the brand name “Yaqua”. Uma 
Vida created a non-profit organisation, named Bien por Bien, to carry 
out its social projects. Uma Vida uses the revenues that it generates to 
finance Bien por Bien—or, in other words, to finance its social mission. 
To make this partnership relation possible, Uma Vida transferred 99% of 
its shares to Bien por Bien. 

On the other hand, as explained above, there are also non-profits that 
develop social-business initiatives or provide services or funding to accel- 
erate such initiatives’ growth and ensure their success (Gutiérrez and 
Rafael 2012). These social businesses usually share the social mission of 
the non-profit founder. In this way, a network is created between two or 
more ventures, where the grantee is accountable to the one who financed 
the initiative, and both can have different legal forms. For example, Puriy, 
a closed corporation, is a social business that sells handmade moccasins 
with the social objective to help women who have experienced violence. 
This venture was funded by PADMA, a non-profit organisation that 
shares Puriy’s social mission. As a strategy to achieve self-sustainability, 
non-profits develop subsidiaries, such as Puriy, to develop a market 
activity and generate benefits that are then returned to the non-profit. In 
these cases, the social business can be created under one of the two forms 
embodied in the Corporation Law, that is either as a closed corporation 
(SAC) or as an open corporation (SAA). 

In terms of the EMES indicators, as can be seen in table 8.3, this model 
is the one that presents the most complex picture in terms of compli- 
ance with the indicators of the social and governance dimensions. All SEs 
belonging to this model fulfil all the indicators of the economic dimension 
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as well as the social-dimension indicator relating to the explicit aim to ben- 
efit the community. Compliance with the other two social indicators—i.e. 
being an initiative launched by a group of citizens or a civil-society organ- 
isation and having a limited profit distribution—and with the three indi- 
cators of the governance dimension depends on the type of partnership 
developed by the social business and the non-profit, as there does not exist 
any regulatory framework governing this type of initiative. 


Conclusions 


The emergence of social enterprise in Peru is a product of the hybridisa- 
tion process undergone by organisations of the third sector that start 
looking at the market as an ally to survive and to scale up social solu- 
tions, and by businesses that believe that their success is interdependent 
with societal welfare and that they are ethically obliged to be part of a 
change in the system. 

A SE is a private and formal organisation with an entrepreneurial 
dynamic and market strategies whose aim is to tackle a social or environ- 
mental problem and which is economically sustainable, mainly thanks to 
the sale of a product or service in the market and, to a lesser extent, to 
the use of other public or private funds. Their profit-distribution policy is 
coherent with their purpose. 

Peru has had a tradition of solidarity practices throughout its history. 
The country’s third sector is made up of organisations based on solidar- 
ity and cooperation, such as cooperatives, non-profit organisations and 
popular organisations. As a result, in Peru, the third sector is considered 
to be the same as the social and solidarity economy. Nevertheless, the 
concept of social and solidarity economy has long had only a limited 
diffusion in the Peruvian society. In recent years, though, external fac- 
tors, such as the progressive withdrawal of international aid funds, has 
made non-profit organisations turn to the market as an ally to create 
welfare. 

In parallel, the business sector’s social orientation has progressed; this 
evolution is reflected in the incorporation of social and environmental 
standards in enterprises’ core businesses and in their interest to explore 
strategic CSR, inclusive businesses and shared-value activities. This situ- 
ation results in a process of organisational hybridisation which in turn 
gives rise to initiatives that, in Peru, could be denominated as social 
enterprise. 

One of the challenges for social enterprises in Peru is the lack of a 
specific legal framework, which leads initiatives to adopt a legal structure 
(or even two, in some cases) that do(es) not exactly suit their needs. This 
situation increases the costs incurred by the enterprise and complicates 
its management. 


230 Prialé and Caballero 


Four models of social enterprise were found to represent the Peruvian 
context, namely: the non-profit SE model, the social-business model, the 
social-cooperative model and the non-profit/social-business model. How- 
ever, these four types of SE do not necessarily see each other as part of the 
same group. Consequently, there is a lack of identity among the different 
types of SE, which might constitute a limitation when it comes to learning 
from others’ good practices. All of these SEs also face challenges for scal- 
ing up and for designing and implementing a good governance system. 

The social-business model tends to focus more on economic results, 
while the non-profit SE model tends to concentrate on social outcomes. 
The challenge for both of them is to find a good balance between these 
two types of results. The social-cooperative model has a clear commu- 
nitarian and solidarity spirit, but it lacks legitimacy within a part of 
society. Finally, it should be mentioned that these three SE models also 
require donations as an alternative way to generate income and ensure 
their operation. Therefore, although they generate social transformation 
and changes in the entrepreneurial ecosystem, greater public and private 
institutional support is required, at least in the initial phases and for their 
consolidation. 

To conclude, it is also important to note that, although some SEs dis- 
play a management system based on participatory governance and soli- 
darity, there is no formal concern for these issues in the country. As a 
result, some EMES indicators of SE were not systematically identified in 
our analysis of Peruvian SEs: stakeholders’ involvement (participatory 
nature), internal democracy (decision-making power not based on capi- 
tal ownership), initiatives’ leadership (initiative launched by a group of 
citizens or a civil-society organisation) and solidarity principles (limited 
profit distribution) are dimensions that are not encountered in all types 
of Peruvian SE. 
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Notes 


1 Kerlin (2010) refers to the “organisational type” where, in Peru, the terms 
“legal form” would be used. 

2 Although, originally, the term “NGO” was used to identify a group of non- 
profit organisations that were created in a context of intense political mobilisa- 
tion and social change, between 1960 and 1980 (Portocarrero and Sanborn 
1998), nowadays the terms “non-profit organisation” and “non-governmental 


Peru 231 


organisation” are considered as equivalent and used interchangeably in the 
Peruvian context. 

3 “The Glass-of-Milk Programme is a social programme of food assistance man- 
aged by provincial municipalities throughout Peru, which consists of the dis- 
tribution of milk to the population living in poverty, and more specifically to 
children under 6 and pregnant and lactating mothers, as a first priority, and 
to children from 7 to 13 years old, the elderly and people with tuberculosis, as 
a second priority. This programme emerged in the 1980s in a context of cri- 
sis, and although it was institutionalised by the mayor of Lima Metropolitan, 
Alfonso Barrantes, the truth is that the operation and implementation of the 
programme was entrusted to the women from the local committees” (Cerna 
2015: 2). Indeed, women were already in charge of the community kitchens in 
vulnerable areas, so they quite naturally took responsibility for the promotion 
and implementation of the Glass-of-Milk Programme in their communities. 
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Introduction 


The main goal of this chapter is to present a brief overview of the set of 
initiatives that correspond, in the Latin American context, to the ideal- 
typical’ concept of social enterprise as it has been defined by the EMES 
Network (Defourny and Nyssens 2011, 2012). As has been explained 
in the book’s introduction and in previous chapters, social enterprises 
are considered to be those organisations that are guided by a social mis- 
sion, be it implicit or explicit, and that carry out economic activities in 
order to attain their social goals. Private appropriation of the surpluses 
produced by the economic activity of these organisations is prohibited to 
their members, or else it is restricted; this constraint on the distribution 
of profits distinguishes social enterprises from the private, profit-seeking 
companies typical of a capitalist economy. Social enterprises also differ 
from the public economy, as they are not state-owned and enjoy institu- 
tional and managerial autonomy. Finally, being often based on principles 
of equality and free association, they are usually governed in accordance 
with democratic standards and in a participatory manner. 

In Latin America, organisations that are driven by a social mission pre- 
serve or create other types of economic rationalities than the pure capital- 
ist narrow economic rationality. We will emphasise how these economic 
forms cannot be dissociated from their agents and human surroundings, 
as they are usually not only socially oriented but also embedded (Polanyi 
2001: 45-58). 

Even though the organisations conceptualised as social enterprises in 
Latin America operate on the market, their rationality, as will be dis- 
cussed throughout this chapter, cannot be reduced, in general, to the 
principle of exchange currently instituted (Polanyi 1957) in the prevailing 
market economy. Indeed, they also fulfil essential functions of conserva- 
tion or promotion of hybrid forms of economy, acting as vectors of eco- 
nomic plurality. In some cases, they oppose the capitalist economy and 
the powers exerted on its behalf; they promote the participation of new 
actors in politics and in the public sphere and they convey, to a greater or 
lesser extent, society’s demands and calls for change. 
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Before we examine the panorama of Latin American social enterprises, 
it is important to introduce some common economic, social and politi- 
cal aspects of Latin America, since the worldviews, interest groups and 
forms of collective action emerging from these general aspects gave rise 
to alternative types of economic organisations. Among them, particu- 
larly worth highlighting here are the aforementioned socially oriented 
organisations and other recent innovations that seek to give a new twist 
to the utilitarian logic of the market, and to create positive social impacts 
through economic action. 

Overall, it can be argued that the initiatives analysed in this book reflect 
participative and democratic aspirations that have persisted through Latin 
American history, despite recurrent obstacles and setbacks. The conti- 
nent has recently undergone a process of political “re-democratisation”, 
following an eruption of military dictatorships in the 1960s and 1970s; 
such process restored the competitive electoral regime and its associated 
political rights. However, despite the achievements of the last 40 years, 
democracy remains a goal that has not yet been fully reached. 

One of the causes of Latin American democratic fragility is the perpet- 
uation of high concentrations of wealth in the hands of powerful elites, 
while a significant portion of the population lives in poverty and des- 
titution. Latin America remains the most unequal region in the world, 
despite a significant reduction of inequality and income poverty between 
2002 and 2014. According to CEPAL (2017), in 2014, the richest 10% 
of the population owned 71% of the region’s wealth, while 168 million 
people (29.8% of the population) were poor, and 48 million (8.2% of 
the population) lived in extreme poverty. The positive trend observed 
between 2002 and 2014 was abruptly reversed from 2015 onward, when 
16 million people joined the ranks of those living in poverty (10 million 
people) or in extreme poverty (6 million people); in 2016, another 8 mil- 
lion poor and 7 million indigents were added to these figures. The lack of 
substantive democracy in Latin America is also reflected in the exclusion 
of citizens from the exercise of social rights recognised by the national 
constitutions. In spite of the expansion of access to education, health, 
housing, retirement and unemployment insurance, significant differences 
in coverage and quality of services and public benefits among countries 
remain. 

From the normative standpoint of participatory and deliberative 
democracy, it can be argued that the Latin American trajectory is still in 
its early stages, given its irregular, fragmented experiences and incipient 
institutionalisation. The reduction of democracy to its electoral dimen- 
sion and the considerable weaknesses rooted in its proper functioning 
maintain a gap between citizens and their political representatives. These 
factors also explain the difficulties faced by sectors of organised civil 
society when trying to implement transparency-enhancing mechanisms 
in decision-making, and control and follow-up of public policies. As a 
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result, inconsistent and ambiguous legal frameworks, as well as disconti- 
nuities in public policy, continue to exist. 

In the economic sphere, Latin America has not overcome the colonial 
legacy of primary-product-exporting economies at the service of global 
capital accumulation. Despite differences among the region’s national 
productive structures, the growth pattern based on extraction and export 
of low-value-added natural or agricultural resources still prevails. Besides 
being highly dependent on the international cycles of high and low prices, 
the primary production and extractivist growth pattern has been respon- 
sible for an accelerated loss of environmental assets, increased social con- 
flicts, violence and human-rights vulnerability. The beginning of the 21st 
century illustrates Latin America’s strong dependence on global dynam- 
ics: between 2004 and 2014, the region experienced exponential eco- 
nomic growth, which resulted in social advances, followed by setbacks 
inseparable from the crises caused by fluctuation in the global demand 
for raw materials and commodities. 

This brief characterisation helps to situate social-enterprise-like initia- 
tives in recent times and, above all, to understand their role in strength- 
ening formal and substantive democracy. A salient feature of many 
initiatives in the social-enterprise field in Latin America is the predomi- 
nance of grassroots actors, operating on the margins of capitalist dynam- 
ics and excluded from institutionalised systems of solidarity. Their social 
position has liberated a potent collective energy to transform the asym- 
metric structures of economic, political and social power in the region. 
In such cases, the transformational forces that arise from the organisa- 
tional characteristics of these economic units and from the worldviews 
of the individuals that promote them are multidimensional. In the eco- 
nomic sphere, the social mission of organisations, the cooperative way 
in which work is organised within them and the equitable distribution 
of surpluses among members are powerful channels for subverting the 
capitalist logic of private accumulation of wealth. In the context of gov- 
ernance, the autonomous collective management implemented by these 
economic units is a practical exercise and a fundamental institutional 
learning experience for the strengthening of participatory and delibera- 
tive democratic cultures. In the public sphere, the struggle for the legal 
recognition of the diversity of economic organisations and the leadership 
assumed by these organisations in proposing appropriate public policies 
and normative frameworks contribute to building alternative develop- 
ment routes, which take economic plurality into account. In the same 
way, experiences showing support for issues of general interest have been 
proliferating—from active participation in the collapse of military dicta- 
torships to resistance against neoliberal globalisation at the dawn of the 
21st century. 

Having looked at these contextual aspects, we will proceed to share 
some considerations about the method used to identify the general 


242 Gaiger and Wanderley 


batterns of social enterprise; then, in section 2, an integrated and syn- 
thetic view of the models already presented in the chapters on individual 
countries will be discussed. In the last section of the chapter, we will 
emphasise some significant features of social enterprise in Latin America, 
to conclude that their historical relevance, in addition to the aspects high- 
lighted above, resides in the institutionalisation of plural, socially binding 
forms of economy, based mainly on the principle of reciprocity. 


1. Methodological Aspects 


As mentioned in the preceding chapters, the concept of social enterprise 
is unusual, from the institutional and academic points of view, in most 
Latin American countries. When employed, it usually has connotations 
restricted to certain social circles or linked to classifications established 
by the existing legal framework. In studies done at the national level, the 
concept is usually applied as a heuristic tool, with a view to identifying 
organisations that have traits notably similar to those that, in the Euro- 
pean context, gave rise to the concept. Moreover, given the prevailing 
absence of comparable empirical cases, the concept of social enterprise 
has been maintained in the chapters on individual countries as an implicit 
reference: first, for purposes of demarcating the empirical field to be ana- 
lysed; secondly, in order to qualify and compare the types of organisation 
already under consideration, from which the proposed typologies have 
resulted. 

Thus, the national typologies did not emerge, for the most part, from 
the variation observed, among the empirical types under analysis, in 
regard to the dimensions and indicators contained in the EMES ideal- 
typical concept. The latter was adopted to qualify and refine the pre- 
existing types, already included in national typologies, in ex-post analyses 
that also made use of other converging theoretical and conceptual frame- 
works, as illustrated by the chapters on Argentina, Bolivia, Ecuador and 
Peru. With the exception of Peru, the pre-existing types were not selected 
based on a national historical evolution that would have been shaped 
by the concept of social enterprise, nor on any previous classification of 
these types in an institutional framework: as a rule, such evolution and 
such frameworks do not exist, even though they may come into being in 
the future. 

As a rule of thumb, the choice of the social fields to be scrutinised in 
order to identify social enterprises at the national level was guided by 
the concepts most commonly used in each country, such as the “social 
and solidarity economy” (Argentina and Chile), the “popular solidar- 
ity economy” (Ecuador), the “community economy” (Bolivia) and the 
“social-impact enterprises” (Brazil). Whereas this chapter aims to pro- 
pose a synthesis based on the national chapters, it would not be advis- 
able to develop an all-encompassing typology by comparing the various 
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national models and the ideal-typical concept of social enterprise. Indeed, 
no national model is replicated with a high degree of homogeneity in 
many countries, despite some similarities in the nomenclature employed; 
national particularities, in addition to the diversity of theoretical- 
methodological approaches adopted, makes it rather inappropriate to 
consider national models as general models for Latin America. 

Nevertheless, it is possible and useful to draw some supranational 
patterns so as to produce a panoramic and integrated view of social 
enterprise in Latin America. This approach should be viewed as an inter- 
mediary analytical level—the third among the four levels of analysis pre- 
sented in this volume: 


e Researchers selected pre-existing types, already included in national 
typologies (first level), which they classified into models (second 
level). They used the EMES indicators to analyse these models, not 
to create them. 

° In this chapter, we identify some concise “patterns” (third level), 
using this term in order to avoid any confusion or overlap with the 
term “model”, already used in the chapters on individual countries, 
and also to point out that this is a third-degree analysis, which uses 
the results of second-degree constructions (the national models) 
which, in turn, are based on first-degree typologies, upon which the 
relevant empirical types in each country are built. 

° Inthe last chapter of the book (chapter 11), on the basis of in-depth 
information collected from social entreprises on an international 
scale and of a theoretical framework which identifies a few major 
SE models (fourth level), the validity of these models at the level of 
South America will be tested. 


In the present chapter, the main criterion used to identify and distinguish 
the main SE patterns was the identity of the social agents that act as the 
main protagonists and determine the onset and trajectory of the social 
enterprises included in the national models; these social agents are col- 
lective agents—a class, a social category, a group of individuals linked to 
a territory or a certain type of institution that acts and promotes social 
enterprises to meet needs or respond to common aspirations. Based on 
our observations, we considered that each kind of social agent corre- 
sponds to specific modalities of self-organisation and intervention in soci- 
ety. Under these circumstances, different types of initiatives are born and 
prosper; their main driving force is the meaning they take on for their 
leading actors, according to their ways of life and the institutional envi- 
ronment in which they exist.’ 

As far as this aspect goes, the homologies among the countries seem 
to indicate some important parallel trajectories between the social enter- 
prises in the continent. Still, the methodological choice we have made 
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with a view to defining patterns requires some additional clarification: 
On the one hand, this analytical perspective differs from institutionally 
oriented approaches, which are guided primarily by the existing legal 
frameworks. This choice can be justified by one simple reason: despite 
some equivalence between national laws, there is usually no congruence 
between legal normativeness and factual realities, and concrete reali- 
ties can differ significantly from one country to the other. For example, 
although all countries have laws on cooperatives, these organisations’ 
behaviour is highly ambiguous in several countries. On the other hand, 
since the patterns result from a process of reduction by synthesis, the 
nuances and differences between national realities will not always be 
mentioned. Finally, regarding the nomenclature of patterns, we thought 
that it would be better not to adopt terms usually employed, especially 
by legal frameworks.* This is meant to make it clear that the patterns are 
placed on a higher level of abstraction than the national models, and do 
not coincide perfectly with any empirical type in particular. Furthermore, 
it should be emphasised that the existence of a common legal form in 
national models or in general patterns does not guarantee that the organ- 
isations adopting it will be classified as social enterprises. For example, 
while it is true that the cooperative form constitutes a paradigm for a 
large number of social enterprises in Latin America, and appears under 
various models and patterns, in many cases the organisations legally reg- 
istered as such turn away from cooperative ideals and, a fortiori, from 
the universe of social enterprises. 

In addition, inspired by Henry Desroche’s lessons (Bouchard 2008), we 
have adopted a gradualist approach: we did not discard from the list of 
social enterprises those organisations that do not meet all (or most of) the 
indicators of the EMES ideal-typical concept of SE, nor did we consider 
the corresponding empirical type, in its entirety, as defective in relation 
to a given dimension or indicator; instead, we have deemed it more rel- 
evant to distinguish the situations of full correspondence between the 
cases and the concept of reference from those of partial correspondence, 
thus identifying some atypical, hybrid situations, located at the border 
between social enterprises and similar organisations, as will be discussed 
in section 3. 


2. Social-Enterprise Patterns in Latin America 


The following patterns do not fit the national models perfectly. Nei- 
ther are they intended to frame the numerous empirical types of social 
enterprise mentioned throughout the book. As we contrast patterns and 
national-level models, situations of partial correspondence and multiple 
linkages emerge, as a result of the composite state of empirical realities, 
and of the variety of methods used to construct the typologies in each 
country.? Social enterprises may also shift from one model or one pattern 
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to another. For example, in the last two patterns, as we shall see, while 
the providers are professionals and volunteers working in the organisa- 
tion, the beneficiaries are usually an external target audience; however, 
the dynamics of such organisations lead in some cases to the creation of 
small businesses, owned and collectively managed by the beneficiaries, 
as a way of improving their standard of living using market strategies. 
New collective enterprises then spring up, which have a collective and 
self-management profile, and rather correspond to another pattern, with 
these specific characteristics. 


2.1. Ethnic and Community-Based Organisations (COM) 


This pattern comprises the forms of economic and social activity pro- 
moted and managed within territorially delimited communities and 
whose overarching logic depends on individuals and collectives belonging 
to these communities for ethnic or ancestral reasons. It is characterised 
by its large extent throughout history and constitutes, for sure, the old- 
est “source” of organisations comparable to social enterprises in Latin 
America. Its origins go back to the societies of the native peoples who 
inhabited the continent before European colonisation. Emblematic cases 
are to be found in Bolivia and Mexico, although the pattern can also be 
observed in Chile, Ecuador and Brazil. Moreover, from the 19th century 
onwards, immigrants who arrived on the continent reproduced, in several 
regions, social ties of proximity and community dynamics. Subsequently, 
these patterns of sociability and community organisation moved to urban 
areas, where they generated similar organisations or promoted new soli- 
darity practices, such as solidarity-finance initiatives. 


Although community-based organisations have been systematically 
labelled by the elites as archaic and relegated to political powerless- 
ness, it is this pattern that explains the historical and current presence 
of indigenous people, peasants and farmers in the public space. This has 
sometimes resulted in a high degree of institutionalisation, in which case 
the ethnic community and its traditions are supported by legal rights 
granted to the territories and their inhabitants, as is the case with the 
“traditional peoples” in Brazil. Among the countries surveyed, Bolivia 
offers the best and most institutionalised example: in this country, the 
organisations representative of this pattern are based on autonomous 
ethnic-communitarian structures entrusted with the governance and man- 
agement of their territories, with respect to common goods (land, water, 
forests and infrastructure) and economic activities (extractivism, produc- 
tion, marketing, fishing, tourism, etc.). In Chile, indigenous organisations 
carry out economic activities within the framework of their ethnic and 
kinship relations. In Ecuador, rural organisations work for the communi- 
ties’ benefit, going beyond their direct members’ immediate interest; they 
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engage in environmental issues and fair-trade practices, among others, 
while being active in the public sphere. In Mexico, the indigenous com- 
munities’ organisations play a key role in preserving their culture and 
socio-economic traditions, although they also suffer from neglect by the 
authorities and a lack of social recognition. 


2.2. Traditional Social-Economy Organisations (SEC) 


This pattern is close to the historical forms of organisation that gave 
shape to the social economy, mainly in Europe and Canada. It still 
endures nowadays in several Latin American countries and can be con- 
sidered as the matrix of a large number of organisations that conduct 
economic activities, are socially oriented and are conducted by their 
members on an equal footing. In some countries, the mutualist part of 
the social economy was very important during the 19th century; this was 
for example the case in Chile, where mutual organisations’ innovative 
operations extended to a number of fronts, from equal rights for women 
and men to adult education. Across the continent, associations were cre- 
ated for social-integration purposes and to provide services of common 
interest. Mutual societies and cooperatives were set up for the most part 
by European immigrants who developed family farming and based it on 
community bonds. The main form of organisation was the cooperative, 
which had its own specific doctrine and was generally identified with 
the cooperative movement. Over time, cooperatives expanded into sev- 
eral economic sectors—from agriculture to credit—and were gradually 
promoted by various social, rural and urban categories. In addition, 
cooperatives “switched” from the universe of workers to the medium- 
sized-enterprise and business sectors; this was particularly true for (some- 
times large) agricultural cooperatives geared to the commodities sector 
and the international market. Examples of this pattern and its evolution 
are found in the seven countries studied. 


This pattern enjoys a high degree of institutionalisation, including rep- 
resentative bodies and considerable political influence. The cooperative 
is the most common type of organisation in this pattern, but although 
relatively homogeneous in their juridical forms, cooperatives often aban- 
don in practice the cooperative principles and established norms. This 
happens, as has been noted with respect to Chile, especially because of 
the isomorphic pressure exerted by market logic, which weakens par- 
ticipatory governance in favour of the primacy given to economic effi- 
ciency. This results in precedence being given to the members’ individual 
interests, which sometimes end up overriding mutual interests and—in 
a typically utilitarian fashion—the broader interests of the surrounding 
community, with which the cooperative doctrine has a historical commit- 
ment. Pressures exerted by market logic and corporate interests explain 
why the cooperative sector in some countries has opposed the growth 
of other similar organisations and their institutional recognition, as has 
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been underscored in relation to Brazil. In Bolivia, cooperatives are often 
deficient in terms of transparency, democratic management and compli- 
ance with labour rights and conditions. Thus, although they possess a 
high degree of institutionalisation and relatively well-established commu- 
nication channels with the state, cooperatives also face legitimacy prob- 
lems with other comparable social-enterprise organisations. 

Although, in practice, many cooperatives are concerned exclusively 
with their members’ interests or even only with their financial interests, 
it should be noted that such interests acquire a relevant social dimen- 
sion when the cooperatives belong to and serve social categories coping 
with unsatisfactory conditions in terms of work, income and well-being 
(Defourny and Nyssens 2017: 2487). In this case, the cooperatives (and 
associations that are in a similar situation) fulfil the needs of popula- 
tions deprived by the economic system and neglected by the government; 
this often leads these organisations to becoming involved with issues of 
general interest—as did rural cooperatives for water supply mentioned in 
the chapter on Chile. 


2.3. Organisations Based on the Popular Economy (POP) 


This pattern comprises associative and cooperative organisations based 
on grassroots forms of family and community economy; it can be found 
in urban peripheries and in areas of family agriculture. It is a section 
of the broader universe of the popular economy, whose—informal and 
small-scale—economic activities are integrated into forms of primary 
sociability, extending over neighbourhoods and supporting community 
life through a combination of the economic logics of domesticity and 
reciprocity (Polanyi 2001, 1977; Gaiger 2016). Popular-economy organi- 
sations fulfil a social mission by ensuring the survival of social groups 
overlooked by the market economy, strengthening collective identities 
and fostering the inclusion of grassroots social actors in local public 
spaces, even though they usually lack sufficient unity to be effective in 
their political activities. These organisations tend to reproduce the classic 
power relations of family life, but they can also, at the same time, raise 
egalitarian and democratic aspirations within households, thanks in par- 
ticular to the leading role taken on by women. 


The informality that reigns in popular-economy initiatives, their 
ephemeral nature and the fact that they are primarily dedicated to the 
subsistence needs of the families involved may raise doubts about the 
relevance of including them in the field of social enterprise, since their 
conversion into spaces of cooperation and social solidarity does not con- 
stitute a natural development (Wanderley 2017: 17). And yet, perceptions 
about the popular or the informal economy should overcome the empha- 
sis usually placed on their weaknesses, given the economic environment 
where they exist, or on their status as organisations operating on the 
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“peripheral fringe” of the economy, since such approaches define them 
chiefly by their needs and their precariousness. The popular economy— 
whether that of the peasantry (Wanderley de Nazareth 2014) or of urban 
sectors (Coraggio 1999)—corresponds to a certain lifestyle and culture, 
so it is about specific ways of living and working. The economic life 
of the poor is arduous, but not poor (Abramovay 2004). The popular 
economy’s rationality, based on domestic work units and their internal 
social ties, has the potential for activating expanded forms of solidar- 
ity, triggering cooperation practices and engaging in issues of common 
interest, precisely because it is not about making viable economic busi- 
nesses only, but rather about launching and operating ventures that are 
atypical in the eyes of the market, due to their inherent social dimen- 
sion. The popular economy may be understood not simply as a palliative 
and circumscribed response to poverty, but as a source of alternatives to 
the market logic and its deleterious effects. It can create jobs, promote 
local economies, strengthen social capital and be a tool for sustainable 
development (Rusek 2015). Thus, under certain circumstances, it can— 
indirectly, but effectively—play a role similar to that of social enterprises. 

Many organisations that are formally registered as associations or 
cooperatives are inseparable from the logic and the relational assets typi- 
cal of the popular economy, so that there are no clear boundaries between 
these sets of organisations. In Ecuador, for some of the community-based 
organisations rooted in the popular economy, the priority of economic 
survival does not rule out getting involved in broader issues of common 
interest, such as urban improvement, gender equality, access to culture, 
etc. In Peru, Brazil and Argentina, immigrants who have moved from the 
countryside to cities have preserved their traditions of cooperation and 
created mutual-aid groups as collective support against urban poverty. 
Often led by women, their activities have taken place in a grey zone, inso- 
far as they do not meet all the formalisation requirements imposed by 
public authorities, but they have been effective in achieving various social 
improvements, in fields such as housing, urban infrastructure, schools, 
public transportation and security. In Chile and in Brazil, social projects 
based on indigenous forms of popular economy have constituted, since 
the 1990s, one of the most important aspects of the solidarity economy. 


2.4. Self-Managed Class-Related Organisations (CLASS) 


This pattern features prominently, under different names, in the countries 
surveyed. As has been highlighted in the case of Peru, social enterprises 
corresponding to this pattern meet the indicators of each dimension of 
the ideal-typical EMES concept of SE. Its core protagonists belong to a 
social class and may be blue-collar workers, artisans, peasants, family 
farmers, workers in various occupational categories, or even individuals 
who, due to similar material conditions of life, have common needs. The 
pattern refers to units of production, service provision or consumption of 
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goods that arise from the association of producers, users and consumers, 
and which are run according to democratic governance and management 
principles. Its most salient characteristics are self-management and the 
tendency to be linked to social movements and other forms of participa- 
tion in the public sphere, which accentuates its political dimension. In 
addition to informal groups, associations and cooperatives are also fre- 
quently observed in this pattern, in which the mutual interest of members 
merges with wider, more general demands, and tends to align itself with 
social-transformation perspectives. 


There are emblematic cases of this pattern in Argentina, where the 
corresponding model predominates and was the only one to prosper dur- 
ing the successive economic and social crises since the military period, 
producing the phenomenon of “recovered factories” (Ruggeri 2014). 
In Bolivia, autonomous peasant organisations, based on principles of 
self-management and rotation of leaders, and registered in most cases 
as non-profit civil associations, fit this pattern; mention should also be 
made of artisan organisations, including associations, unions, mutual 
societies and trade leagues, which have long-standing organisational and 
representative structures. In Brazil, this pattern is the reference model 
of the solidarity economy. Chile witnessed the recent emergence of a 
new wave of cooperatives, based on self-management and on horizontal 
work practices and decision-making processes. The most salient aspects 
of these organisations are their collective governance, their consensus- 
based decision-making and the fact that they create alternatives to the 
capitalist system, through their links with social movements and their 
impacts on the social environments in which they operate. In Ecuador, 
the social enterprises corresponding to this pattern are grouped into a 
specific model: that of organisations driven by social movements. Their 
involvement in the public sphere shapes their economic performance and 
defines their objectives, including commitment to an agenda for trans- 
forming society. In Peru, the purpose of these organisations, i.e. to gener- 
ate benefits for their members and their communities, also stands out, in 
addition to the fact that they are made viable thanks to the participation 
and contribution of their members and partners. It should also be noted 
that such organisations are the only ones in this country that explicitly 
comply with the requirement not to base their decision-making processes 
on the shares of capital held by the members. 


2.5. Organisations for Socio-Economic Inclusion (INC) 


Organisations corresponding to this pattern are made up of individuals 
living in situations of social vulnerability who rely on the support of out- 
side bodies to form collective undertakings in order to meet their needs. 
This includes individuals with low levels of education, the unemployed, 
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low-income families, people with physical disabilities or psychological 
disorders and the elderly without assistance. The initiatives are usu- 
ally based on state policies and social programmes carried out by non- 
governmental organisations, but are designed with the aim of promoting 
the beneficiaries’ autonomy and of enabling them to conduct the initia- 
tives on an equal footing with the public agencies and civil society bodies 
that launch or promote them. For this reason, they may evolve into social 
enterprises corresponding to the previous pattern, whose core principle 
is self-management. 


Economic activity often plays an instrumental role in relation to the 
social objectives of social assistance and inclusion, as is the case for 
example for “social cooperatives” in Brazil—a specific legal form that 
focuses on the field of mental health and whose participative and eman- 
cipatory character has been valued as an authentic form (among others) 
of solidarity-economy initiative. There are also cases where the organisa- 
tions’ main objective is to strengthen the economic dimension of grass- 
roots organisations, as in Ecuador, where state programmes encourage 
association and networking among households. In general, organisations 
that fall within this pattern rely heavily on public policies, civil society 
bodies and sometimes on international cooperation programmes. In such 
circumstances, ambiguity predominates: the external agents maintain a 
preponderant weight in managing and guiding the organisations, so that 
the main social agent springs up from a changeable combination between 
members of public agencies and civil bodies, on the one hand, and mem- 
bers of vulnerable social categories, on the other. 

This ambiguity signals this pattern as an intermediate case in terms 
of the place and role of the beneficiaries; indeed, in this regard, organi- 
sations for socio-economic inclusion are located between the patterns 
previously described (sections 2.1 to 2.4 included), in which the lead- 
ing actors and the beneficiaries of social enterprises are (or are intended 
to be) the same, and the patterns presented hereafter, in which social 
enterprises are initiated and managed by actors who are external to the 
beneficiaries, even though these may be the members of the organisation 
from a formal point of view. 


2.6. Philanthropic-Solidarity Organisations (PHIL) 


This pattern includes organisations that offer services and benefits to an 
external target audience through programmes of their own, connected 
to social demands and related public policies. Their focus is on the basic 
needs of populations facing poverty and social vulnerability, neglected by 
the governments and with no prospects for lasting economic integration. 
This pattern is characterised by high institutional heterogeneity, as it com- 
prises charity associations, foundations and various non-governmental 
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organisations. Its leading social actors are bodies traditionally devoted to 
charity; more recently, citizens moved by altruism and with links to the 
third sector have also become significant actors in the field. Organisations 
corresponding to this pattern are private organisations, and they can 
enjoy full autonomy or be managed by another organisation, such as a 
foundation created and maintained by a private company. These organi- 
sations’ governance exhibits varying degrees of participation by the mem- 
bers, partners and beneficiaries, with the latter being in a relationship of 
dependence with those in charge of the organisation. The main common 
feature of these initiatives is their philanthropic and non-profit character, 
which forbids them from distributing surpluses among their members (in 
other words, no private appropriation of benefits is permitted), but enti- 
tles them to receive donations and public subsidies, besides relying on the 
voluntary work of members, partners and beneficiaries. These organisa- 
tions qualify as social enterprises due in particular to their social mission, 
while the extent to which they meet the indicators related to economic 
activity and participatory governance varies considerably. 


In addition to providing social assistance to vulnerable populations, 
these organisations’ activities include training, education, social pro- 
jects, art and culture. Commercial activities serve as a source of income 
for these organisations, but they may also be part of the end-activity; 
this is for example the case when goods produced by the beneficiaries 
are sold within the frame of work-integration programmes. This hybrid 
character can create obstacles to the organisations’ viability, as in the 
case of Mexico, where heavy regulation is imposed on organisations 
of this type to prevent profit concealment or money laundering. The 
recent modernisation of the organisations belonging to this pattern in 
Brazil and Peru is noteworthy; such modernisation is linked in particu- 
lar to the adoption of new management techniques and the increase of 
partnerships with multiple sectors and entities. Organisations focusing 
on environmental causes also stand out, due to their connections with 
international networks. 

From the legal point of view, the organisations corresponding to this 
pattern are usually defined as “non-profit entities”, which differentiates 
them from market enterprises and gives them a philanthropic and emi- 
nently social character, while at the same time including them in a special 
tax regime, among other peculiarities. This fact should not lead us to 
confuse them with non-economic organisations: the services they provide 
are easily measurable in market value, but they are not sold and are not 
subordinated to the supply-and-demand rule. From this point of view, 
the distinctive character of these organisations resides in their economic 
model, which is based on the logics of reciprocity and redistribution, and 
on the activation of primary (interpersonal, within restricted groups) and 
secondary (between groups or through organisations) solidarities. 
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2.7. Social-Purpose Organisations Oriented 
by Market Logic (MKT) 


Included in this pattern are private companies that, in tandem with their 
economic activities, seek to generate positive social impacts, either by 
targeting some specific categories of individuals, territories and commu- 
nities, or by working in favour of causes of general social interest, such 
as environmental sustainability. They reflect the emergence of an innova- 
tive and socially engaged business ethos. Their management strategies 
follow the typical model of market companies, but aim to generate posi- 
tive externalities and provide economic and financial support for their 
social agenda. They start from the premise that for-profit companies can 
and should act in a socially responsible manner, and view the efficiency 
and profitability model characteristic of competitive markets as a suitable 
basis for sustainable programmes aspiring to achieve social and environ- 
mental impact. These initiatives’ resources are mainly derived from the 
market, through the sale of goods and services, but private donations 
and public subsidies, as well as voluntary work, may also be of prime 
importance. The audience targeted by the company’s social mission is 
external to it and usually does not take part in strategic decisions about 
the actions undertaken, except in an advisory capacity. This puts this par- 
ticular pattern in a low-ranking position as regards the dimensions linked 
to participatory governance, which are central to the EMES concept of 
social enterprise. 


In Argentina, this pattern is linked to the emergence of social entrepre- 
neurship, that is, initiatives launched by leaders trained in the business 
world but whose practices are driven by the idea that social problems— 
such as unemployment, insufficient schooling and a low quality of 
life—can be overcome or substantially mitigated through innovative, 
profitable and socially effective initiatives. In this country, as well as in 
Chile, Mexico and Peru, “B Corps” enterprises also constitute a rising 
phenomenon; these initiatives’ core guideline is to apply their compe- 
tencies to resolving social and environmental problems. Although these 
companies are currently few in number, their expansion and their pro- 
gressive legal recognition in those countries are indisputable. In Brazil, 
in recent years, a series of initiatives have been developed to gener- 
ate social impacts through business actions, mainly by expanding the 
access of vulnerable populations to goods and services; these companies 
have emerged from the culture of corporate social responsibility, from 
models previously developed by the country’s third-sector organisations 
and from a new generation of young entrepreneurs, who explore new 
technologies and concepts such as the creative economy and collabora- 
tive economy. In Mexico, the growing wave of “social start-ups” enjoys 
high cohesion and great popularity in academic, business and public 
circles. 
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In order to lay down the main characteristics of the seven social-enterprise 
patterns discussed above, one may compare them from the point of 
view of their greater or lesser correspondence with each of the three 
dimensions of the ideal-typical concept of social enterprise such as it is 
described by the EMES Network. Ethnic and community-based organi- 
sations (COM) and self-managed class-related organisations (CLASS) 
are the patterns that come closest to fully meeting the various indicators 
linked to the economic and entrepreneurial dimension, the social dimen- 
sion and the participatory governance of social enterprises. This explains 
their central position in figure 9.1, although there are variations in how 
and to what degree the social enterprises fitting these patterns meet these 
indicators. Organisations based on the popular economy (POP) usually 
engage in some kind of continuous economic activity, but their social 
commitment (often tacit) and the levels of participation observable in 
their governance may be weak. The economic dimension of social enter- 
prises is also present in traditional social-economy organisations (SEC) 
and in social-purpose organisations oriented by market logic (MKT), but 
the former’s social ends may be dominated by the primacy given to mar- 
ket logic, while the latter tend to adopt models of governance in which 
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Figure 9.1 General patterns and dimensions of social enterprises 
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there is no parity between managers and beneficiaries. Regarding this 
last point, a similar bias characterises organisations for socio-economic 
inclusion (INC) and philanthropic-solidarity organisations (PHIL), due 
respectively to the internal power asymmetry that characterises the for- 
mer (INC) and to the social distance that separates the latter (PHIL) from 
their target audiences. By contrast, these two patterns stand out for their 
deep-rooted social mission; the economic activity only plays an instru- 
mental role in organisations corresponding to these patterns and thus 
risks being pushed into the background. 

It has to be noted that the dividing lines between patterns are perme- 
able and that there are pathways between the patterns, as well as between 
them and the organisations located along the boundary zones, as exem- 
plified in the outer circle of figure 9.1 by some cases mentioned in the 
chapters on individual countries. 

The shorter the distance to the centre, the greater the degree of inter- 
nalisation of the characteristics that are close to the ideal-typical concept 
of social enterprise. The COM and CLASS patterns have practices and 
orientations that go even further than the three dimensions of the ideal- 
typical concept in highlighting the collective nature and the social engage- 
ment of their organisations: at the internal level, they adopt socially 
oriented property regimes and self-management systems; at the exter- 
nal level, they commit to an agenda of societal transformation in line 
with various social movements. They revitalise the worker cooperatives’ 
paradigm, in which owners, workers and managers merge into one and 
the same category—namely, the cooperative members—whose mutual 
interest has historically been intertwined with issues of general inter- 
est, pertaining to justice and equality. Thus, the political dimension of 
these organisations and their alternative character are emphasised: self- 
management is promoted as an effective means of transforming labour 
and economic relations for the dignity and well-being of the organisa- 
tion’s members, but also, simultaneously, as an example and basis for the 
transformation of societies at large. 

Cooperatives, in addition to their supremacy in some patterns, are 
omnipresent and well known in Latin America, especially in the world 
of the social and solidarity economy, whose boundaries, sometimes sub- 
ject to controversy, intersect with those of social enterprise (Wanderley 
2017). In the countries surveyed, the cooperative has become, over the 
years, the most logical solution and most appropriate legal option—or 
even, in some cases, the only one—for the development of economic 
activities based on the deliberate and equal association of individuals 
willing to work collectively. But its changing character—i.e. the fact that 
the cooperative legal framework has served a variety of purposes, giv- 
ing rise to disparate situations—is equally notorious. The role assumed 
historically by cooperative organisations has been heterogeneous and 
ambivalent.* In Bolivia, there are cases where cooperatives have clearly 
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moved away from the democratic and egalitarian principles of the coop- 
erative doctrine, while in Chile, the recent phenomenon of new coop- 
eratives is seen as promising, thanks to these organisations’ horizontal 
management practices, ethical orientation and connection to the local 
communities where they operate. But in spite of these differences, the fact 
that the cooperative is at the same time a society of persons and an eco- 
nomic enterprise confers an inherent social sense to its aims and activi- 
ties. Cooperatives are intrinsically social: they act in favour of the mutual 
benefit of individuals, who become associated in a regime of parity and 
under rules that prohibit the exploitation of each other, unlike what is the 
case in private companies set up for profit. 

In their early days, cooperatives, associations and mutual societies were 
designed precisely to avoid reproducing ties of dependence and submis- 
sion between managers and beneficiaries, owners of capital and work- 
ers, users or consumers. In this sense, they have historically been driven 
by emancipatory ideals. The new cooperatives that have been created 
recently, especially within the scope of the solidarity economy, are fuelled 
by the same ideals and purposes. The informal enterprises, associations 
and companies that take this ethical-political stance and do not lose sight 
of their social mission are also aligned with the cooperative paradigm, 
whatever their specific modes of regulation. Thus it could be argued that 
this paradigm is at the heart of the social-enterprise field in Latin America.’ 

Social enterprises are characterised by the use of resources originating 
not only from the market (through the sale of products and services) or 
from the state (via subsidies and tax advantages, among others); they 
blend these resources and combine them to varying degrees with other— 
monetary or non-monetary—contributions (e.g. donations, volunteering) 
from their members or third parties. This is evidenced by a large share 
of social enterprises in Latin America—especially among those corre- 
sponding to the last three patterns, whose focus is respectively the socio- 
economic inclusion of vulnerable populations (INC), the provision of 
services meeting social needs (PHIL) and the generation of social impact 
through market-oriented activities (MKT). 

On the other hand, ethnic and community-based organisations (COM), 
those based on the popular economy (POP) and self-managed and class- 
based organisations (CLASS) also rely on two other types of resources, 
often crucial: first, resources owned and offered by the members of the 
organisation themselves, such as land, tools, in-kind support and infra- 
structure (which makes sense in family-based and community-based 
enterprises); secondly, additional resources generated through collective 
cooperation in work and management—a logic that constitutes a produc- 
tive force per se, and is associated, in the chapter on social enterprises in 
Chile, with the “C factor” (Razeto 2002). 

These two types of resources become relevant as other economic 
principles—distinct from those related to the market (i.e. exchange) and 
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the public economy (i.e. redistribution)—come into play. According to 
Polanyi’s (2001, 1977) substantive approach to the economy, these other 
economic principles are domesticity and reciprocity. 

Reciprocity refers to a system of mutual benefits among symmetrical 
units or groups (such as families forming a cooperative or an association 
of producers, or fair-trade networks linking producers and consumers)? 
whose meaning rests on the will to create or maintain a social bond, gen- 
erating long-term voluntary commitments, well beyond any contractual 
obligations. Commitments implying acceptance and trust are achieved, 
and a community of interests is created that simultaneously produces 
material values and human values. In modern societies, reciprocity func- 
tions and expands mainly through cooperative relationships. It has been 
identified and recognised in the alternative experiences backed by ties 
of solidarity (Gaiger and Santos 2017), and throughout this book it has 
been evoked as a salient feature of social enterprises in Latin America. 

The principle of domesticity (or householding) refers to the logic 
of autarchic groupings (such as households, for example). It operates 
in environments of primary sociability, designed to ensure the survival 
and reproduction of life necessary for human groups. It can occur in 
societies having very different social roots and matrices. In the case of 
Latin American societies, it is important to note the existence of gender 
relations based on power and subordination and deeply rooted in the 
region’s patriarchal culture. Relationships of domesticity often repro- 
duce themselves on a larger scale, transplanting their logic into circles 
of relative proximity, such as working groups and class organisations. 
Domesticity-based mechanisms of self-organisation favour associative 
life when they articulate mutual aid, social cooperation and collective 
mobilisation. In situations where democracy is restricted, domesticity 
preserves protected spaces where common bonds and values can be cul- 
tivated. In the countries of the global South, in particular, it has been 
the source and underpinning of popular expressions of the social and 
solidarity economy (Hillenkamp and Laville 2013). It would be a mis- 
take to neglect it and not to consider domesticity’s own rationality, since 
domesticity is the foundation and support of family-owned enterprises, 
or of ventures anchored in territorially delimited communities which, as 
we have seen, are at the root of various models of social enterprises. 

Figure 9.2 positions the SE patterns according to the relative relevance 
of the four economic principles in their operation; we take for granted 
that, in all patterns, all economic principles exert some kind of influence. 
At the same time, the figure indicates that some factors—such as the 
predominance of informal companies, participation criteria stemming 
from the shareholding structure of companies, a marked dependency on 
the state or the predominance of symmetrical relationships among the 
members—are specific to a particular pattern. With regard to the issue 
of symmetrical relations, it is important to give enough attention to the 


Social Enterprises in Latin America 257 


Reciprocity 
Informal : Formal Y ` 
P o4 N 
Y ` 
Y 
Z: 4 - CLASS 
i Symmetry 
mn Z ee essee Asymmetry 
7 B 5-INC N 
: H bs 
Domesticity < 3- POP POSEE P Redistribution 


6 - PHİL 
N i 


Members’ ownelstjp 


A 
` PA Private : Public 
v 


Exchange 


Figure 9.2 Patterns of social enterprise and economic principles 


challenges of overcoming the gender inequality that still exists in social 
enterprises (in all their diversity), if these are to actually fulfil their mis- 
sion of social transformation. 

Moving from domesticity to forms of freely agreed cooperation as 
well as from the defence of mutual interest to actions of general interest 
is a crucial condition for the development of social enterprises. It is at 
this point that reciprocity comes into play: through reciprocity, primary 
groups succeed in establishing social ties and integrating wider circuits. 
In other words, social bonds extend to a transitional sphere between pri- 
mary and secondary sociabilities, and expand in space and time. From 
this point of view, the economic principle of reciprocity is embedded in a 
binding social dynamic, which functions as a cornerstone of cooperative 
relations and related forms of solidarity. 

Initiatives rooted in reciprocity have historically shown their capacity 
to leverage both redistribution and exchange as subordinate methods of 
generating resources (Polanyi 1968). According to Polanyi, the principle 
of exchange, which underlies our market economy, is inconsistent with 
the creation and preservation of stable and persistent social ties; there- 
fore, it is opposed to alliances and lasting agreements based on common 
interests, instead of self-interest. By contrast, both domesticity and reci- 
procity tend to create and preserve social bonds, on different scales and 
with different meanings. They are compatible with forms of economy 
that are socially embedded, and are prone to enact them—unlike the 
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principle of exchange, whose supremacy leads to a systematic rupture of 
social ties, which become utilitarian and ephemeral, and gives rise to an 
opposition between economy and society. 


Conclusion 


Seen from this angle, the historical singularity of social enterprises and 
similar initiatives in Latin America is not confined to their hybridity, 
their combination of resources or of different economic principles. Their 
uniqueness and relevance also have to do with the fact that they act in 
favour of new institutions of the economy whose principles of integra- 
tion, being socially binding, can be guided by plural norms and regula- 
tions, including by the desire to promote different types of market. On 
this point, it is important to clarify that the market, contrary to the usual 
understanding about it, is not originally one of the Polanyian economic 
principles, but rather an infrequent and yet varied historical culmination 
of a particular institution of the economy, based on an unlikely inte- 
gration performed by the principle of exchange—a process that involves 
a paraphernalia of values, rules, legislations, entities, authorities and 
minds (Arensberg et al. 1957: xvii). Therefore, redistribution and reci- 
procity can coexist with exchange, and we do have “reciprocity trade” 
and “solidarity fairs”, in which there is exchange, but not based on a 
market standard. Broadly speaking, there can be several markets within 
the market, depending on the level of integration between the economic 
principles. 

A new plural economy is not just a matter of hybridism; creating it 
is mainly a challenging work of rebuilding our ecosystem, based on a 
process of institution of the economy (Polanyi 1957), according to 
other principles. It probably demands a coherent integration between 
reciprocity, redistribution and domesticity, while the exchange principle 
may continue to exist as a practical alternative to favour, precisely, the 
exchange of goods and services, without this principle being given the 
power to determine the moral sense of human life and the boundaries 
of our freedom (Hillenkamp and Laville 2013; Gaiger 2016).? From this 
point of view, one interesting question for future research would be: to 
what extent does the SE field contribute not only to maintaining the eco- 
nomic plurality that is typical of our societies, but also to fostering new 
hybridisms, in which reciprocity plays a role of integration, instituting by 
that way other forms of economy? 

It could be argued that some patterns of social enterprise discussed 
above go back in time and give the impression of being out-of-date ata- 
visms. It is because, unlike what happens under the aegis of modernisa- 
tion, reciprocity does not ask for a constant suppression of the past—on 
the contrary: it finds in the past know-how matured by the test of time. 
Nor does reciprocity refuse to go forward. Its renewal nowadays, for the 
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benefit of those organisations that seek to escape the dominant economic 
logic and the cultural hegemony of the market society, is an important 
challenge that may confirm Polanyi’s (2001) and Mauss’s (1990) theses 
on the restorative virtues of reciprocity and the primordial role of social 
bonds. In the dark times that Latin America is currently going through, 
the reciprocity underlying socially oriented models of economy, as well 
as various demands and mobilisations for rights, justice and freedom, 
reaffirm the value of human solidarity and lead the way towards a new 
economic and intercultural democracy. 


Notes 


1 Translated by Priscilla Kreitlon. 

2 As a reminder, according to Max Weber, the ideal type is an analytical con- 
struct, neither reality itself nor a reality presumed as authentic or original. 
“Its primary meaning is that of a purely mental concept against which reality 
is measured in order to clarify the empirical content of some of its important 
elements, and to which it is compared” (Weber 1989: 106; authors’ own trans- 
lation). The ideal type combines a set of aspects, relating to a class of phenom- 
ena, whose presence is necessary for these phenomena to exist, according to the 
always partial and unavoidable theoretical assumptions of the investigator. In 
other words, it is a heuristic tool that seeks the essential, not merely accidental, 
causal connections of that class of phenomena. Its purpose is to allow compari- 
sons between the analytical construct and individual empirical cases. 

3 The presence of external agents and the way in which they interfere in the 
creation and viability of the initiatives also matter in this process, sometimes 
decisively. 

4 This is in particular the case for the term “cooperative”, whose use was 
avoided even when the social enterprises belonging to a given pattern were 
mostly cooperatives. 

5 In addition, there are hybrid national models, such as Peru's *non-profit/social 
business partnership model”. 

6 The same is true of associations, which are less prominent than cooperatives, 
but equally ubiquitous. The flexibility offered by this legal form favours its 
adoption for different purposes, and the associative form serves as institutional 
support for various local initiatives. The artisans of Bolivia demonstrate that 
associations can operate as small hierarchical enterprises or be participatory 
and egalitarian, in which case they resemble social enterprises, as documented 
in several countries. 

7 Because this paradigm functions primarily as an archetype, often taken on by 
cooperative organisations and not always adequately reflected in current legal 
frameworks, understanding it and differentiating situations requires going 
beyond an institutional analysis, as we have already noted. 

8 These examples were not given by Polanyi himself; they are more up-to-date 
examples than those provided by Polanyi, which generally referred to archaic 
societies—although, for this author, it was the dissolution of the social bonds 
once secured by these two principles that caused a movement of social resist- 
ance in the 19th century against the supremacy of exchange and the economy 
instituted by it, i.e. the market. 

9 Polanyi and his team have carried out several huge research works, coming 
back on history to identify and understand ecosystems in which the prevailing 
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economic principles were redistribution, reciprocity or both: how have they 
functioned together, keeping aside the principle of exchange, at least as a major 
pillar of the instituted economy? The analyses of many different societies led 
Polanyi to a positive conclusion: so far, our so-called modern civilisation has 
been the unique one in which the economy and the whole life are integrated by 
the exchange principle (Polanyi 1968, 1977). 
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Introduction 


The literature about social enterprise mentions many different types of 
initiatives, using expressions such as “blurred boundaries” to describe 
how the private, public and community sectors have become intermin- 
gled in contemporary societies. This evolution has been discussed by 
authors such as Teasdale (2010), Simmons (2008) and Lyon et al. (2010). 
Teasdale (2011: 100) claimed that “the construction of social enterprise 
is ongoing, and fought by a range of actors promoting different languages 
and practices tied to different political beliefs. That is, social enterprise 
is politically contested by different actors around competing discourses”. 
The plurality of discourses generates a lot of useful information but also 
has two obvious limits. 

The first limit stems from the number of criteria and categories used, 
generating a “kaleidoscopic” effect. Moreover, when underlining all pos- 
sibilities, there is a risk of forgetting how the term has flourished, how 
it has been framed and reframed in struggles for recognition, and how 
it is used as a substitute for others like the third sector, the solidarity 
economy or the “solidary economic entrepreneurship” (empreendimento 
economico solidario). That is why it is relevant to reintegrate a “genea- 
logical perspective” (Foucault 2001) in the analysis. 

The second limit is due to the fact that discussion has been dominated 
by the Anglo-American and European approaches. Consequently, there 
has been a tendency to analyse all realities through these approaches. 

This chapter takes into account these specific methodological biases. 
It shares the observation made by Gaiger and Wanderley in chapter 9 
about the importance of studying social enterprise as embedded eco- 
nomic forms. With a view to doing so, it adopts a historical and theo- 
retical perspective based on the sociology of absences and emergences 
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promoted by “epistemologies of the South” (Santos 2014). The sociol- 
ogy of absences “consists of an inquiry that aims to explain that what 
does not exist is in fact actively produced as non-existent, that is, as a 
not credible alternative to what exists” (Santos 2004: 238). The sociol- 
ogy of emergences “consists of undertaking a symbolic enlargement of 
knowledge, practices and agents in order to identify therein the tenden- 
cies of the future upon which it is possible to intervene so as to maximise 
the probability of hope vis-à-vis the probability of frustration” (Santos 
2014: 171-184). 

The first part of the chapter shows how the various types of social 
enterprise have to be relocated in the conflicting history of continental 
Latin America, and how certain practices were *invisibilised" in the 
course of this history. It sheds an interesting light on the second part, 
dedicated to the recent period, which renews popular practices rooted 
in history. But, today as in the past, these solidarity-based *emergences" 
tend to become invisible because of the dominant discourses; this phe- 
nomenon is described in the third part. The fourth part tries to develop 
theoretical proposals that do not ignore these emergences and refuse their 
“invisibilisation”. In the wake of a chapter (Coraggio et al. 2015) pub- 
lished in several languages by a group of twelve researchers of various 
continents, it aims to stimulate further debates and argues for a new 
imaginary in investigations about social enterprise.! 


1. Beyond the Official History: A Critical Standpoint 


During the 19th century, the meaning of solidarity changed with the 
democratic revolutions and the process of independence that took place 
on the American continent. Solidarity does not only refer to traditional 
community ties; it also includes voluntary involvement. It is distinct from 
both charity and instrumental relationships, and it should be understood 
as an acknowledged interdependence between people and groups. 
According to Polanyi's substantive approach to the economy, based on 
a large body of anthropological research, human societies rely on various 
principles beside the market principle: reciprocity, which results from 
the presence of *symmetrical" groups; redistribution, whereby a central 
authority organises the allocation of resources; and householding, which 
specifies the rules for each family closed group, guaranteeing the produc- 
tion and sharing of resources to satisfy the group's members. Following 
Polanyi's line of thought, it is possible to argue that solidarity reframes 
the relationships among human beings and between human beings and 
their natural environment. Among the different types of solidarity, demo- 
cratic solidarity, which appeared in the 19th century, can be defined as a 
means to reinforce the political principles of liberty and equality in daily 
lives; this is linked to associationism, which is a project built on collective 
actions carried out by free and equal citizens in reference to a common 
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good. Solidarity goes beyond householding to reorganise reciprocity and 
introduces the idea of egalitarian reciprocity experienced through direct 
interaction between citizens. 


1.1. Democratic Solidarity in Practice 


In the 19th century, anti-colonialist social movements developed in 
Latin America; they succeeded in gaining independence and in establish- 
ing national republics, and national independences led to widespread 
changes in the socio-economic order. The popular economy? was very 
diverse; it could be full of violence, but also of strong solidarities, which 
is why Coraggio (1999) defined it as a “labour economy”, as opposed to 
a capitalist economy. 

The popular economy is a product of places and of historical circum- 
stances at a particular point in time, but it also develops from the every- 
day behaviour of its actors, and eventually through the political vision 
they may acquire (Sarria Icaza and Tiriba 2006: 219). What was at stake 
in the first part of the 19th century was the reduction of situations of 
dependence and the democratisation of the popular economy. This two- 
fold goal was pursued by applying economic logics to serving social ends, 
while at the same time giving these social objectives a new democratic 
coherence. The popular economy could also be a source of dignity, in 
that it allowed individuals to find collective solutions to their food, hous- 
ing and health problems. This was the conviction of those who, under the 
influence of the new democratic political climate, modified large parts of 
the popular economy. The growing demand for equality which motivated 
and guided the actions of popular-economy actors transformed them into 
essential means of resistance against the increasing penetration of capital- 
ism (Mingione 1991). Hoping to emancipate themselves from traditional 
forms of dependence, they also rejected forms of subordination related to 
an economic order controlled by capital. 

Some experiences were very emblematic, like the communidades 
quilombolas in Brazil—free communes created by escaped black slaves 
who settled in isolated areas to live in their own way. But a lot of other 
initiatives were not born from a break with precedent conditions; Latin 
American associationism combines inherited habits (like natillera, mon- 
tepio, minga, convite, ayuda mutual comunitaria, acción comunal) with 
a sense of equality among members. What occurred was thus not a break 
leading to the creation of new institutions but a gradual democratisation 
of previously existing institutions. In a nutshell, democratic solidarity 
was based on mutual aid as well as on the expression of demands; it 
stemmed from both self-organisation and social movement, which pre- 
supposed equal rights among people committed to it. On the basis of free 
access to the public sphere for all citizens, it strived to strengthen political 
democracy through economic and social democracy. 
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The newly democratised institutions, however, were marginalised by 
the rise of capitalism, which in turn resulted from continual efforts on 
the part of the governments to identify and extend the market-economy 
sphere; the rise of capitalism was achieved through a series of moves and 
decisions concerning the definition of economy. This process was based 
on the presentation of the market economy and capitalist enterprise as 
the pinnacle of progress. What has been forgotten is that this progress 
was partly due to the plundering of the economic resources of southern 
countries, followed by the “annexation” (Lutz 1990) of a popular econ- 
omy. In Latin America, what prevailed, rather than a free market, was a 
series of regulations that were designed to benefit an “industry imposed 
from the top down”. Faced with the precarity of their members’ living 
conditions and the emergence of a proletarian class generated by capital- 
ist industries, popular movements became more radical in their stances. 
The leaders of the mutualist movement and small-farmer (labradores) 
organisations rallied around a modernisation plan which was meant to 
solve social problems through industrial development. In order to do so, 
they abandoned the self-organised institutions they had created to devote 
themselves more exclusively to protest action, demanding state interven- 
tion, and to their participation in national negotiations as workers’ rep- 
resentatives (Nyssens 1994). 

Since Mariategui’s seminal work (1979), Western Marxism has been 
accused of having contributed to a pessimism that led to the demise of 
the popular economy. Quijano’s deconstruction of “coloniality” takes up 
this criticism, arguing that the productivist ideology underlies both liber- 
alism and historical materialism and, according to him, constitutes “the 
most Eurocentric version of Marx’s heritage”, a result of the “combina- 
tion of his theoretical propositions with evolutionism and positivist dual- 
ism along with the Hegelian idea of a historical macro-subject” (Quijano 
2007: 160). The consequences were very damaging: the division of social 
activities was pushed so far that it resulted in the reification of categories 
such as the economy, society, culture and politics; private ownership and 
exploitation were absolutised as if they alone embodied oppression. The 
unicity of the capitalist mode of production was accepted, whereas in 
reality it rather constituted an “articulation of all other modes of pro- 
duction” (Quijano 2007: 159; see also Quijano 1998). From the moment 
when the belief in a capitalist system replaced the analysis of a “predomi- 
nantly capitalist system”, to quote Mauss (1997), the popular economy, 
although present in Latin America, became more and more invisible; this 
was particularly true of its collective-type components. The denial of 
their role and history came from a repression by governments and con- 
tempt on the part of the colonial oligarchies. Popular-economy organisa- 
tions were considered as archaic, non-productive or immature attempts, 
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especially because they promoted other principles of economic integra- 
tion than the market. 

Of course, some of these initiatives survived under legal forms such as 
associations and cooperatives. But three facts influenced very much the 
trajectories of these organisations. 


e First, they lost their connection with other collective actions and 
became merely social enterprises competing with for-profit private 
enterprises for the production of goods. Consequently, they were 
attracted by market patterns. This evolution resulted in the estrange- 
ment of these organisations from social movements and their per- 
spectives of social transformations. Some of these movements, like 
the peasant movement, even accused the big cooperatives of being 
“agrobusiness” agents. 

° Secondly, it appears obvious that the end of the 19th century saw the 
establishment of a confusion between modern economy and market 
capitalism. The result was a denial of the importance of a “moral 
economy”? based on notions of common well-being, reciprocal obli- 
gations and shared conceptions of rights and obligations. All these 
notions, grounded in the concrete spaces of intersubjectivity of the 
popular economy, whether applied to workers or peasants, disap- 
peared behind the performativity of a linear approach to history. 
This is the trap that Braudel (1985) warned against, that of seeing 
only the market capitalist economy, of “describing it with such a 
wealth of detail as to imply an all-pervasive presence, when it is 
just a piece of a larger whole”. As Polanyi (1977) noted, this linear 
approach to the economy was incorrect, but it was a sign of things 
to come. Economic reality was created through the development of 
an economic belief presented as an objective observation. From this 
perspective, the stage of market capitalism was unavoidable. 

e Thirdly, a large negative discrimination against democratic soli- 
darity was articulated with another approach put forward by the 
elites, namely philanthropic solidarity, which replaced the notion of 
equality with those of benevolence, solicitude, free-will altruism and 
donations. It is true that democratic and philanthropic solidarities 
could be combined, and it is obvious that popular-solidarity arrange- 
ments could be supported by non-governmental organisations; but as 
shown by Pinto (2006) and Lucas dos Santos (2008), such “empirical 
mixes” served hegemonistic assumptions, invisibilising the specific 
identities and claims for autonomy of groups that came up with crea- 
tive solutions to their problems, mobilising redistribution and reci- 
procity mechanisms themselves. 


Finally, isolated from social movements, expelled from the most diffused 
conceptions of modern economy, and submitted to market isomorphism, 
traditional associations and cooperatives had very little political strength. 
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During the 20th century, philanthropic initiatives showed their insuffi- 
ciency to “complement” market capitalism. The state gained legitimacy 
by implementing an industrialisation model and redistributive social 
policies. A synergy between market and state was thus created, as recom- 
mended in Keynes’s writings. But some economists opposed to Keynes, 
such as Friedman and Hayek, turned the Latin American dictatorships 
of the 1970s and 1980s into laboratories of neoliberalism. As explic- 
itly recommended by these authors, the neoliberal programmes reduced 
public intervention, and not only state action was at stake. Organised 
groups—in particular workers’ trade unions—were also under pressure; 
deregulations in labour laws were supposed to reduce their influence in 
order to give priority to market forces. In the ideology of the “good gov- 
ernance” inspired by neoliberal theorists, civil society organisations were 
controlled and confined to the residual role of a third sector dedicated to 
the low-cost provision of services, and they were denied any voice in the 
public debate. 


2.1. The Rediscovery of the Popular Economy 


Even though it was often ignored, the popular economy did not disap- 
pear. In Latin America, between 1925 and 1950, the urban population 
grew by 12% and non-agricultural employment increased by 87%. But 
between 1950 and 1960, the rate of creation of non-agricultural jobs 
(46%) became lower than the growth rate of the urban population 
(59%); these rates dropped to 40% and 47% respectively between 1960 
and 1970. The dictatorships and authoritarian regimes that interrupted 
the democratic experiments of the 1950s and 1960s were followed by a 
debt crisis and social deregulation, and a large sector of the active popula- 
tion was excluded from the formal economy. Once more, this population 
survived thanks to community-based forms of solidarity. The informal 
economy served as a refuge for 35% of the active population, accord- 
ing to estimates for Latin America. In this heterogeneous context, many 
commercial activities were left at the mercy of the outsourcing strategies 
of capitalist companies, some of which were illegal and used extreme vio- 
lence. However, another part of the active population formed a popular 
response to the difficult economic situation. As had happened more than 
one century earlier, the growth in more associative forms corresponded 
to an affirmation of solidarity, perpetuating a tradition of cooperation 
within primary groups. Labour was organised on the basis of collective 
mobilisation, and the democratic management of projects was insepara- 
bly connected to survival. 

These popular associations, based on mutual help and shared owner- 
ship of the means of production, included manufacturing workshops; 
organisations of unemployed workers who sought work collectively; 
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community food groups, such as collective kitchens and vegetable gar- 
dens; organisations dedicated to problems of housing, electricity pro- 
vision and drinking water; pre-cooperative self-building organisations; 
and associations for the provision of health care and cultural services to 
the community. Such groups can be observed in Argentina, Bolivia, Bra- 
zil, Chile, Ecuador and Peru. Some of them are supported by black and 
indigenous movements (Alvarez et al. 1998: 333); this is for example the 
case in the countries of the Andes, where the principles of Indian organi- 
sation are reactivated to generate original economic models. 

If these initiatives have not completely managed to escape their mar- 
ginal status, at least they are no longer limited to the mere management 
of extreme poverty. However, it is also true that many questions remain 
unanswered about the capabilities of the popular economy to get beyond 
the stage of simply reproducing living conditions to achieve the level of 
expanded reproduction,’ or to move from the survival and subsistence 
level to certain forms of accumulation. There is a tension in the popu- 
lar economy between technical efficiency and the dynamics of solidarity, 
and between educating participants (many of whom are illiterate) and 
respecting the initial values that explain their commitment. 

In any case, the perspective that once confused the popular economy 
with the informal economy has now changed (see the introductory chap- 
ter of the present volume). Today, throughout Latin America—from 
Chile in the 1980s to north-eastern Brazil in the 1990s (Kraychet et al. 
2000) and Bolivia in the early 21st century, with the notion of communi- 
tarian economy—the popular economy is gaining recognition and atten- 
tion. This new interest results from the legitimisation of these initiatives, 
and it puts pressure on public authorities to confer full rights upon this 
economy. In this context, NGOs sensitised to the subject and active in 
the area are appearing, and university networks have also been set up in 
some countries, such as Argentina, Brazil or Peru. 

The popular economy has thus partly regained a visibility that had 
been lost. While connections remain tenuous between workers, “recov- 
ered enterprises” (empresas recuperadas, i.e. enterprises taken over by 
their workers, usually after industrial bankruptcies), new cooperatives 
offering services such as cleaning, recycling, artistic production, training, 
etc., and various churches, unions and university groups today support 
the popular economy, together with various movements aimed at eman- 
cipation and advocacy, such as ecological organisations. 

In these expressions of the popular economy, what is at stake is in 
fact an accentuation of this movement’s public dimension. According to 
Hirschman (1971), in Latin American popular-economy initiatives, the 
fight for better living conditions is intrinsically linked to the fight for the 
rights of citizenship. This struggle oscillates between protests and self- 
resolution of problems, without separating material questions from ques- 
tions relating to living conditions and coexistence. In the words of Scholnik 
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(1984: 28), “it is a different way of doing politics”. The same point is 
made by women's groups opposed to the dichotomy between the public 
and the private, and between production and reproduction—a dichotomy 
which results in unpaid jobs for women that use up two thirds of their 
work time, while two thirds of men's work time is remunerated. Histori- 
cally, women's confinement to a broadly overlooked domestic economy 
explains their physical and symbolic underrepresentation in the public 
sphere. A majority of women become involved in popular-economy initia- 
tives because they consider that these collective initiatives might help them 
identify and contextualise their needs, so that they could express them 
and bring them into the public sphere. Given the failure of standardised 
universal measures, these initiatives are a means of consolidating rights 
and translating them into capacities for action, thanks to the collective 
dimension, which is a resource for developing self-confidence, relieving 
the weight of responsibilities assumed in the family sphere and reconciling 
them with a commitment to social justice. These collective actions aim 
first and foremost to constitute pragmatic responses to the problems of 
daily life. However, they also formulate societal and environmental claims, 
establishing a link with ecological feminism, and opposing a materialist 
and economicist conception of wealth that assimilates domestic knowl- 
edge to “innate” qualities, to “altruism” and to female “obligations”. 


2.2. The Boom of Citizens’ Initiatives 


With the restoration of democracy in several Latin American countries, 
numerous new social movements and collective actions emerged. Two 
new trends have been distinguished among associations and cooperatives 
in the national chapters: 


e The first trend is formed by voluntary groups trying to act concretely 
against neoliberalism by encouraging participative decision-making. 
Social movements—such as feminist, indigenous, anti-authoritarian 
and ecological ones—enlarged their usual range of protest actions 
to economic practices in different territories. These socio-economic 
experiences concern production but also consumption and ways of 
life. In Latin America, they were grouped by different authors under 
the generic term of “solidarity economy”, defined as a set of activities 
contributing to the democratisation of the economy through citizens’ 
involvement. Such social innovations are observed in local services, 
fair trade, solidarity tourism, organic agriculture, critical consump- 
tion, short supply chains, renewable energies, recycling and waste 
valorisation, heritage preservation, microfinance and social curren- 
cies, and integration through economic activities. 

e The second trend finds its source in the effects of economic policies 
influenced by the Washington Consensus, signed in 1989. Despite the 
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democratisation processes that took place in the region, these poli- 
cles are pursued in different countries, and another trend of the soli- 
darity economy is formed by groups of people seeking to save their 
Jobs, threatened by the global capitalist restructuration, or to gener- 
ate decent jobs through an organisation that gives access to rights. 
Among these groups are the abovementioned “recovered enter- 
prises”, taken over by their workers, with examples like Catende, 
in Brazil, which employs over 10,000 workers, or the 368 Argen- 
tinian recovered enterprises, which gather around 15,000 workers. 
Another example is that of waste-recycling companies. Persons liv- 
ing from waste collection are victims of the intermediaries to whom 
they resell, and they also suffer from a form of social contempt that 
assimilates them to the rubbish they collect in the street. The creation 
of cooperatives in this field of activity, from 1987 onwards, resulted 
from a reaction against this ostracism. The founders of these coop- 
eratives aimed to fight their isolation and the direct competition with 
intermediaries through the creation of an economic organisation that 
would put them in a stronger bargaining position. In addition, these 
cooperatives also aimed to combat exclusion. They exist in many 
countries; in Colombia, for instance, 300,000 persons live on waste 
collection, and cooperative dynamics led to the grouping, in 1991, 
at the national level, of 88 waste-recycling cooperatives (out of the 
94 cooperatives registered in the country), representing 10% of the 
population living on waste collection, within the National Recyclers 
Association (Asociación Nacional de Recicladores). 


Even though the concept of popular economy is important, it is not suf- 
ficient by itself to understand all kinds of citizen initiatives. In the Latin 
American context, on the outskirts of big cities, citizen groups may be 
supported by popular organisations, but self-management practices are 
also developed by the actors. In this context, and with a view to overcom- 
ing poverty, symbolic autonomy might indeed be even more important 
than economic results. And although it is true that these community- 
based economic initiatives might not constitute a paragon of market- 
oriented performance, it is just as true that they have played a crucial role 
in emphasising social links through which scant resources are redistrib- 
uted by the communities themselves. They thus contribute to local econo- 
mies’ “re-embeddedness”, to the extent that they unveil other economic 
principles, beside the market principle. 

The return to democracy and the boom of citizens’ initiatives have to be 
differentiated from the above mentioned popular economy (whose roots 
are to be found in the informal economy); this boom rather results from 
citizens’ commitment to find tailor-made solutions to face social inequali- 
ties and poverty, in the absence of a welfare state. In Latin America as in 
other regions of the word, it is a characteristic of the social and solidarity 
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economy that minorities collectively organise themselves to create solu- 
tions in fields such as access to housing (mutiráo), redistribution of scant 
resources (exchange fairs) or popular collective savings (solidarity rotat- 
ing funds). They initiate non-capitalist forms of organisation and actually 
adopt participative decision-making processes. 


3. Recognition of Emergences or New Production 
of Absences 


Ultimately, new alliances between social movements and the popular 
economy have emerged, leading to a conception of the solidarity econ- 
omy as a socio-economic and socio-political phenomenon (Lemaitre and 
Helmsing 2011). Such development has been evidenced by the discus- 
sions that took place in the World Social Forum, where the concept of the 
social and solidarity economy has been mobilised since 2001 by a lot of 
actors and researchers shaping economic alternatives. 


3.1. Recognition of Emergences Mixing the Popular 
Economy and Social Movements 


Pleyers and Capitaine (2016: 8-12, our translation) state that “the dis- 
tinction established in the 1970s and 1980s between traditional move- 
ments, centred on mass organisations and demands for redistribution, 
and ‘new social movements’, mobilised around issues of recognition, 
is no longer relevant”. The uprisings of the 2010s are not ‘new social 
movements’ anymore. They deeply mix economic, social, political and 
cultural claims, combined with a strong ethical dimension. Against the 
instrumentalisation of ethics by neo-capitalism, some civil society actors 
defend issues concerning day-to-day matters at the local level. They cre- 
ate spaces for experiences and economic activities where they engage in 
self-transformation and adopt a collective way of living. By doing so, they 
contribute to “a renewal of solidarity, collective action and democracy”. 

A significant example of the links that exist between social movements 
and the popular economy is the Landless Rural Workers’ Movement 
(Movimento dos Trabalhadores Sem Terra, or MST), in Brazil, which 
came into being in 1984. In 2016, according to the data provided by 
Stédile, one of the movement’s leaders, more than 1.3 million families 
had been settled thanks to MST; they occupied over 88 million hectares 
of land. MST is Latin America’s largest producer of organic rice, and it 
also organises many schools and créches. 

The MST generates debates. This is due to its syncretism, in which 
enthusiasm for the agrarian reform and for a “classless society”, influ- 
enced by liberation theology and the Castro revolution, goes hand in hand 
with adhesion to traditional values related to land, family and religion. 
The MST triggers both fascination and distrust as regards ideological 
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“enchantment” and the “canonisation” of collective action. The remark- 
able mobilisation that it has brought about, amplified through its key 
role in the international movement “Via Campesina”, has been ques- 
tioned from the point of view of centralised control of its Internal debates. 
Navarro (2002: 232, 289) refers to a “mobilisation without emancipa- 
tion” from power, to control through financial resources and to a scorn 
for democracy—to which de Carvalho (2002: 233, 259) retorts that the 
MST is a movement under construction, and that it is not so much a mass 
social organisation as a network of marginalised peasants from Latin 
America. For this author, present practices are explained by the discovery 
of new cultural codes, through flows of information and symbols, which, 
despite errors, forge an autonomous social identity. Emancipation is real, 
he argues, for many actors that were formerly illiterate are now involved 
in a process of popular education. 

More widely, the new wave of popular economy has been the tar- 
get of controversial analyses. One point of reference is Razeto’s (1993) 
contribution, which stresses the consolidation and democratisation of 
economic practices—anchored in a community fabric, but effecting the 
reorganisation of that same fabric—brought about by this new wave of 
organisations. Quijano (1998) is less optimistic, considering that indi- 
vidualism is imposing itself in grassroots organisations and that action 
is a result of need rather than solidarity. For this author, there really is a 
compromise, within those organisations, between the logic of capital and 
that of reciprocity, which constitutes an undeniable, though insufficient, 
specificity. For him, these organisations are too dependent for observers 
to be able to speak, as Coraggio (1999) does, of a labour economy that 
is opposed to the economy of capital. 

The diversity of interpretations proves that the popular economy 
can no longer be understood as an archaic or temporary phenomenon, 
doomed to disappear according to the “iron law” of capitalist develop- 
ment. The recognition of the existence of popular economic knowledge 
becomes unequivocal from the moment when research is launched to 
understand the internal rationality of the initiatives. 


3.2. Social-Business Discourses and Interpretative 
Controversies 


The articulations between social movements and the popular economy 
are also present in other movements, like the Zapatist Army of National 
Liberation (Ejército Zapatista de Liberación Nacional, or EZLN) in Chi- 
apas, Mexico, or the agroecologist movement in Bolivia, Brazil, Ecuador 
or Peru. These phenomena, coupled with the important mobilisation of the 
people concerned, triggered, at the beginning of the 21st century, a huge 
reaction of the advocates of new capitalism, who introduced what could 
be referred to as a “second wave of neoliberalism”, in which competition 
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is complemented by an explicit social aim. Echoing what had happened 
in the 19th century, the initiatives linked to this movement combine the 
personal-interest motive with a form of paternalism, or “moralisation 
of the poor”, to use Thompson’s (1963) expression, extending capital- 
ism along philanthropic lines. For example, Yunus (2007: 48-74)—a key 
proponent of micro-credit—argues that capitalism is a half-developed 
structure and can worthily be complemented by an “enterprise oriented 
to a cause rather than to profit”. A flood of creativity able to change the 
world (Yunus 2010) is expected from this innovating entrepreneurship, 
referred to as “social business”. In this perspective, the social entrepre- 
neur is considered as a particular type of actor, acting as a catalyst for 
social change (a “change agent”) and putting forward innovative ideas to 
tackle social and environmental problems. Such philanthropic capitalism 
is also supported by donor investors concerned about the impacts of their 
donations; this is “venture philanthropy”, a modernised philanthropy 
mindful of the social results of its financial contributions. This approach 
could re-legitimate capitalism, if it manages to nurture innovation with 
a view to creating economic value and entrepreneurialism, to boosting 
growth and to solving the related social and environmental problems. 
Prahalad (2014) agreed with this when he put forward the “bottom-of- 
the-pyramid” approach, whereby the poorest populations—the 4 billion 
people living with less than two dollars a day—are engaged either as 
producers and suppliers in value chains or as consumers of products and 
services. This requires that the enterprise change its perception of these 
people’s needs so as to meet these needs; this approach, according to its 
proponents, is a powerful lever, which can be observed in several success 
stories. 

From this point of view, social innovation helps to reconcile capital- 
ism and society; in other words, the social business and the bottom of 
the pyramid make up a system that is congruent with corporate social 
responsibility. The “new spirit of capitalism” combines a humanist soci- 
etal discourse with renewed competitiveness. The aim is to activate the 
potential for self-regulation and self-correction contained in market rela- 
tionships and in entrepreneurial action. 

Whereas, in democratic solidarity, civil society was taken into account 
through its public-space dimension, in the philanthropic-solidarity 
approach, civil society occupies the space of free private initiative, along 
the lines of the liberal tradition. Proponents of this second approach con- 
sider the market as an economic expression of civil society, and they 
caution against the risks inherent in public interference. This praise of 
civil society as a defence against public intrusion is reflected in the recom- 
mendations of international financial organisations about good govern- 
ance. Socially oriented private initiatives are expected to work together, 
as proposed by the social-business, venture-philanthropy and bottom- 
of-the-pyramid models. With a view to improving their consistency, new 
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tools (such as randomised control trial) are implemented to measure the 
social impact of their actions. 


3.3. Contrasting Two Major Societal Projects 


Rather than multiplying the types of social enterprise, adding for instance 
to the landscape which we have described the social-impact enterprise, B 
Corps or inclusive business, it seems more appropriate to synthesise our 
analysis by contrasting two major societal projects. 

The first one corresponds to the social- and solidarity-economy 
approach, with solidarity enterprises feeding into the debate some criteria 
originating in Latin American realities, as mentioned in the Brazilian and 
Ecuadorian chapters. The second one is represented by several kinds of 
social business “bringing a new dimension in the business world and a 
new feeling of social awareness among business people” (Yunus 2010: 12). 

These two projects correspond to completely opposite economic, social 
and governance-related indicators, as shown in table 10.1. 

Most of the patterns identified by Gaiger and Wanderley in chapter 9 
are oriented towards the solidarity-enterprise project, with beneficiaries 
acting as leading actors. Only philanthropic-solidarity organisations and 
social-purpose organisations seem to be different, but the high heteroge- 
neity of these large patterns is invisibilised by a tendency to reduce this 
heterogeneity, in discourses, to social business. 


Table 10.1 Two models for Latin American social enterprises 


Societal Solidarity enterprises Social businesses 
rojects 
Indicators 
Economic * Hybridisation of economic * Market orientation 
dimension principles 
e Consistency of economic, * New form of 


social and environmental 
commitment 

Valorisation of work via 
democratic decision-making 


capitalism with 
social aims 
Struggle against 
poverty 


Social dimension 


Objective of transformation 
and repair 
Democratic solidarity 


Self-organisation 


Objective of repair 


Philanthropic 
solidarity 
Independence, risk 
taking 


Governance-related 
dimension 


Public dimension 
Intermediate public spaces 


Institutional 
entrepreneurship and 
political embeddedness 


Private action 
Diffusion by 
economic success 
Market 
isomorphism 
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A paradox can be highlighted here: although social business corre- 
sponds only to a small number of entities, it is overemphasised in the 
prevailing statements by the elites. Behind this paradox lies an epistemo- 
logical question: why do so few initiatives generate so many discourses? 
Having in mind the lessons of history, we can put forward the hypothesis 
that there is a new process of invisibilisation going on. 

If the solidarity enterprise has gone beyond governance criteria to 
integrate clear political indicators, as emphasised in different chapters of 
this book, the social business rather corresponds to a “depolitisation” of 
the field and the production of “absences” in the sense given by Santos 
to this term. Indeed, the social-business approach builds a narrative that 
progressively replaces the one about the social and solidarity economy. 
This diversion becomes obvious when researchers also include in this 
concept initiatives whose stakeholders openly refuse this label: it is for 
example the case when Limeira (2014) and Comini (2016) refer to Banco 
Palmas (a community bank deeply involved in the solidarity economy) 
or to other solidarity-economy initiatives as to social businesses. With- 
out going into detail on the numerous methodological and deontologi- 
cal problems raised by these misappropriations, we can simply say here 
that they reproduce the mechanisms already used in the past to negate 
such initiatives, through positive discrimination for philanthropy and 
negative discrimination against democratic solidarity, and they present 
efficiency and effectiveness as being the exclusive hallmark of market 
actors. These misappropriations are expressing power relations and, in 
this context, it would be very naive to believe in the pacific coexistence 
of the two narratives; in fact, these two narratives are in conflict. The 
symbolic invalidation of civil society initiatives is as violent as it was in 
the 19th century; it is contained in a presentation in which social busi- 
nesses, which are actually very few in number, are “annexing” solidarity 
enterprises or reframing them. The fight between a “moral economy”, 
based on self-organisation, and the “moralisation of the poor” is still 
going on. 

At this watershed moment, all researchers, even those who do not 
admit it, are playing a normative role: Some of them legitimate the social- 
business approach, accentuating the overemphasis on this approach in 
the mass medias and in some national policies, like in Argentina or 
Chile. Others try to work to make visible what is invisibilised by the 
dominant current. In this perspective, the following section elaborates a 
proposal for a renewed theoretical framework, based on a North-South 
dialogue. 


4. Theoretical Latin American Contributions 
Attentive to Emergences 


In this last section of our chapter, we first summarise the main elements 
introduced by Latin American researchers. Then the self-organisation 
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emphasised by these investigations is combined with the commons 
approach to suggest another way of thinking. 


4.1. The Political Dimension of Solidarity-Type 
Social Enterprises 


Latin American academics renew the theoretical discussion about social 
enterprise by taking into account actors’ knowledge and by refusing to 
adopt an “overhanging” position regarding their practices. 

The “economistic fallacy” underscored by Polanyi states that economy 
is often erroneously reduced to the sole market economy. By propos- 
ing the concept of “substantive economy”, Polanyi enlarges the scope, 
including in the analytical framework the redistribution, reciprocity and 
householding principles. Still, Polanyi mainly characterised modernity as 
marked by economistic fallacy. The Latin American surveys presented 
and summarised in two dictionaries (Cattani et al. 2009; Coraggio 
et al. 2013) are decisive to understand the extent to which contempo- 
rary economies are also plural, even though capitalism clearly dominates 
the economic landscape. In particular, these surveys provide elements 
about the genesis of what we called “solidarity enterprises”. Resituating 
social enterprise in the context of the popular economy can allow to gain 
strength from an economic anthropology that breaks with the evolution- 
ist belief in development by stages. As observed by Meek (1976), the 
theory of the four stages of development—hunting, pastoralism, agricul- 
ture and then market—introduced by Smith (1979) engendered a story 
of human development that prevented the conceptualisation of multiple 
types of economy. Indeed, this theory postulates a radical discontinuity 
between the different stages. The first stage is assimilated to a form of 
scarcity; the last one, to wealth and abundance. Progress during this last 
phase is tantamount to growth, and the previous stages are considered as 
belonging to the past and as having nothing relevant to offer to contem- 
porary society. 

Running counter to evolutionism, the popular economy encompasses 
economic activities and social practices set in motion by groups of people 
“with a view to guaranteeing, through the use of their own labour and 
available resources, [the satisfaction of their] basic material and non- 
material needs” (Sarria Icaza and Tiriba 2006; see also Coraggio 1995; 
Lisboa 1998; Nuñez 1995; Razeto 1993; Quijano 1998). By detailing the 
hybridisation between economic principles, authors analysing the popular 
economy show the mobilisation of reciprocity and householding, as well 
as the translation that can occur from one principle to another: indeed, 
householding in the private sphere can be converted in an impulse for 
equalitarian reciprocity in the public sphere. It is important in this regard 
to fully rehabilitate the collective power, flowing from equality and reci- 
procity, which is learned and experienced in collective mobilisations 
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(Cefai 2007), and also has an economic potential. The affirmation of the 
existence of a reciprocity that combines the “spirit of the gift” (Godbout 
2000) with a concern for equality is moreover an antidote to philan- 
thropy as embodying the conscience of liberalism and providing the idea 
of a “gift without reciprocity” (Ranci 1990). 

Latin American authors also cross the lines that separate the political 
and economic spheres; they analyse initiatives to improve daily life via 
democratic and socio-economic processes which cannot be dissociated. 
The public spaces needed to implement solid democratic mechanisms in 
solidarity-type social enterprises refer to these initiatives’ internal func- 
tioning, but these spaces should not be confined to the perimeter of the 
organisations. As shown by Nyssens and Petrella (2015), social utility 
is usually multidimensional, because it refers to a project embedded in 
organisational practices. Collective benefits are not produced only by 
economic activities, and democracy cannot be thought of as a positive 
externality; democracy is explicitly claimed by solidarity-type social 
enterprises as being at the heart of their project (Laville and Nyssens 
2001). If so, democracy must not be considered as an extra component; 
it is an intrinsic dimension of initiatives. Consequently, public spaces are 
intricated with solidarity-type social enterprises connecting deliberative 
spaces. Moreover, these local public spheres have to be complemented 
by intermediary public spheres, allowing to bring together some local 
spheres with a view to confronting the dominant rules, to generating a 
controversial debate about the existing institutional framework and to 
promoting a process of institutional change. 

In such perspective, the solidarity economy is a kind of contextual 
popular resistance with political meaning, against the weakness of the 
state and an overvalued capitalist market. Support organisations in the 
Latin American solidarity economy are committed to stimulating auton- 
omy and self-government with regard to the deliberative decision-making 
processes; this is one of their outstanding characteristics. But this politi- 
cal dimension is viewable only if we broaden the scope of what can be 
interpreted and seen as political. In view of what we have said of the 
Latin American context, “political” should not be understood in its uni- 
versalised Western sense. As for the supposed collapse of movements, we 
think that it may be a red herring. What has “collapsed” is representative 
democracy in Brazil, but social movements and their supporting organi- 
sations, despite the lack of funds and support of public policies, continue 
highlighting the political dimension of solidarity-type social enterprise. 


4.2. Linking the Social and Solidarity Economy 
With the Commons 


In the perspective of a sociology of emergences, in-depth monographs on 
institutional innovations concerning specific connections between social 
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enterprise, the solidarity economy and the commons constitute another 
possible Latin American contribution to the theoretical debate. The Flok 
Society (free, libre, open knowledge) project offers a very good illustra- 
tion of such institutional innovation, mixing elements from social enter- 
prise, the solidarity economy and the commons. This project has created 
a new ecosystem in Ecuador that is very relevant to rethink social enter- 
prise in the perspective of the creation of transition policies to an open- 
knowledge society. The Flok platform was initiated in 2011 by a small 
group of Spanish activists who were part of the anti-austerity movement 
in Spain, also referred to as the 15-M Movement. This group managed to 
persuade a minister of the Ecuadorian government to finance a country- 
wide open-knowledge project. In such an enterprise, the state has a par- 
ticular role to play. On this subject, the project coordinator, Bauwens, 
states that the state does not disappear but is transformed, with thor- 
oughly democratised remaining functions based on citizen participation. 

The Flok Society project constituted the first attempt to deploy oper- 
ational proposals throughout an entire country to spark a transition 
towards a society based on free and open knowledge. It aimed to cre- 
ate the conditions for a simultaneous transformation of civil society, the 
market and public authorities, based on the paradigm of knowledge com- 
mons. The Flok Society project benefited from a remarkable conjunc- 
tion between the objective expressed by the Ecuadorian people and the 
potentialities of experiments conducted within the commons. This led 
indigenous communities to collaborate with groups of hackers to develop 
shared knowledge. The global hacking culture was indeed seen as a way 
to bring together Spanish speakers and Quechua-speaking natives. 

The assessment of the completed project brings out some strong 
points. The Flok Society project managed to be simultaneously a scien- 
tific research project and a participatory citizen project. It has garnered a 
certain amount of knowledge that can now be easily modified, adapted 
and transformed by local communities. In this sense, the knowledge 
commons that have been created are potential vectors of social change 
through the emergence of a new kind of social enterprise. Independently 
of whether these commons will be taken up (or not) by the government, 
under the form of public policies, or by civil society initiatives in Ecuador, 
the work of the Flok Society project generated a corpus of proposals and 
a methodology that gives rise to trials in other contexts, outside of Ecua- 
dor, and which can henceforth inspire public policies in other countries. 

The Flok Society experiment is of particular value in that it was asso- 
ciated with the creation of a new “social imagination” in Ecuador, con- 
nected with the transition towards a more sustainable and more equitable 
society, while being in synch with the requirements of the 21st century. 
Bauwens (2016: 13)? stated the value of commons: 


Just as cognitive capitalism depends on the manifold institutional 
supports supplied by government policy, legislation, free-market 
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ideology, and the collective power of firms and the institutions 
that serve them, a social-knowledge economy depends, to an even 
greater extent, on appropriate civic and economic institutions, 
which can support and safeguard the value of commons, of collec- 
tive benefit, of open and accessible markets, and of social control 
over capital. 


Bauwens (2016: 13) also posits the possible combination between this 
value of commons and the social and solidarity economy: 


These civic institutions are embodied in the structure of democratic 
enterprises, of peer-to-peer networks, of non-profits and community- 
service organisations, of mutually supporting small and medium 
firms, and of civil society and the social economy itself. It is these 
social and economic structures, based on the principles of reciprocity 
and service to community, that can best utilise knowledge as com- 
mons and safeguard its future as an indispensable resource for the 
common good and the well-being of humanity as a whole. 


In this context, the theoretical perspective of the commons is very use- 
ful to experiment and create new kinds of social enterprises. Thus, the 
Latin American example of the Flok Society project shows that the insist- 
ence on self-organisation links the participative dynamic to an “insti- 
tuting praxis”, or “purposeful institution building” (Dardot and Laval 
2014: 440). According to Ostrom, the commons are characterised by 
a long adaptive process of trial and error. This process offers the condi- 
tions required to foster public expression and, by doing so, to protect it 
from individual interests. In the book she co-wrote with Hess, Ostrom 
describes the knowledge commons (Hess and Ostrom 2006). The authors 
analyse how free software can be considered as a common. They point 
out that knowledge commons, unlike natural commons, are non-rival 
and non-excludable, and that the question of the size of the community 
is thus expressed differently in this case. Consequently, knowledge com- 
mons also require specific collaborative tools. 

Beside traditional and knowledge commons, other commons have 
been identified: cultural commons, medical and health commons, neigh- 
bourhood commons, infrastructure commons, global commons and 
urban commons. Hess proposes to refer to them all as “new commons” 
(Hess 2008). This label has the advantage of drawing attention to the 
diversity of the commons and to the necessity of defining them more pre- 
cisely. According to Hess, the growing number of new commons identi- 
fied in the literature reflects our societies’ high expectations for shaping 
responses to the challenges raised by globalisation, commodification and 
privatisation. Bollier (2014) posits that, in order to face these challenges, 
we need to free ourselves from market-based basic principles, and to pro- 
mote a new epistemology. 
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Literature on the new commons emphasises today collective action, 
voluntary associations, and collaboration in general (Hess and Ruth 
2006). Even though property rights and the nature of the goods remain 
important, literature also goes beyond property rights to address ques- 
tions of governance, the participatory process, trust and assurance 
(ibid.). In a recent contribution pleading in favour of this convergence 
between the solidarity economy and the commons, Bauwens (2015) sug- 
gests creating global and open cooperatives, based on a new property 
model and multistakeholder governance. The goal of such cooperatives 
could be to co-produce commons (Bauwens 2015; Bauwens and Lievens 
2016). Citizen initiatives around the commons are designing new soli- 
darity practices (Dardot and Laval 2014). These authors underline the 
fact that, in order to preserve diversity and to open the dialogue, it is 
necessary to discover different experiences and to combine them in new 
ways. As shown by Eynaud and Laville (2017), the new commons help 
to shift from an aggregative paradigm based on individual preferences to 
a deliberative paradigm. 

The commons are characterised by three main elements: the existence 
of common-pool resources, a bundle of rights and a large variety of gov- 
ernance forms (Coriat 2015). The theory of the commons is thus well 
suited to analyse the systems of rules chosen by self-organised communi- 
ties at the local level. Literature on the commons has also elaborated on 
governance-related issues, while this is relatively new for the solidarity 
economy. The introduction of these issues in literature has actually been 
motivated by the need to better understand how hybrid and multistake- 
holder organisations work (Borzaga and Depredi 2015). Therefore, the 
theory of the commons and the solidarity-economy approach can enrich 
each other; they are two ways going in the same direction. 

The solidarity-economy approach offers to the commons a relevant 
standpoint for rethinking economics and analysing the plurality of 
public-action and democracy forms. The solidarity-economy concep- 
tual framework is indeed more oriented towards public action, political 
dimensions and interaction between civil society organisations and pub- 
lic authorities than the theory of the commons. From a pragmatic point 
of view, the solidarity economy and the new commons both endeavour to 
enrich institutional diversity by promoting hybrid organisational forms 
(Nyssens and Petrella 2015). In this sense, the solidarity economy is very 
close to commons-related initiatives. But at the same time, the solidarity 
economy has specific features, which make it distinct from the commons: 


e The solidarity economy is supported by a mix of resources, including 
monetary, non-monetary and non-market resources. This allows for 
many creative strategies in terms of hybridisation of resources. 

e The solidarity economy acknowledges the crucial role of public 
authorities in defending the public interest, and it promotes strategies 
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in which civil society and public authorities can co-create and co- 
produce public actions, beyond statism. 


Although the Flok Society project is rather linked to the commons (and 
does thus not acknowledge, to the same extent as solidarity-economy pro- 
jects, the role of public authorities), Bauwens has shown that this project 
could not have been developed without the plain support of the Ecuado- 
rian government, whose primary challenge was to establish a social and 
solidarity economy in the country. We see here the ability of the Ecua- 
dorian project to combine the two perspectives—of the commons and of 
the solidarity economy. The project had to blaze its own trail to define a 
plan of action. The project initiators were facing a vast field, which they 
knew would lead to experimentation, “rhizome-like” development and 
learning-as-they-go processes. In such context, pluralistic and democratic 
spaces appear to be necessary. It is not just a matter of promoting large 
domestic industries or simply limiting imports, but a much more complex 
task, which entails support to new socio-economic actors. The legitimisa- 
tion of these initiatives, which has been stifled for too long, sends us back 
to a new philosophy of the commons, with its roots in sumak kawsay, 
an Aymaran term which has been translated and updated as the “good 
way of living” (buen vivir) and has become the reference put forth in the 
Ecuadorian Constitution. Article 283 of this Constitution indeed states 
that the economic system “recognises the human being as a subject and 
an end (. . .) and its objective is to ensure the production and reproduc- 
tion of material and immaterial conditions conducive to the good way 
of living”. This buen vivir is a way of living in a community which must 
be achieved throughout history by the Ecuadorian people based on four 
kinds of balance: the balance of human beings as persons; the balance 
among humans; the balance between humans and nature; and the bal- 
ance between communities of human beings. The notion of buen vivir 
aims to replace the blind pursuit of economic growth with the pursuit of 
the well-being of the Ecuadorian people. In order to facilitate this transi- 
tion, the buen vivir aims to create knowledge commons, open to all. And 
even though practices still remain far off this target, such approaches 
pave original ways for social-enterprise theory. 

By enriching the political dimension of solidarity-type social enter- 
prises and by linking the social and solidarity economy with the com- 
mons, the theoretical Latin American contributions offer a relevant and 
specific attention to emergences. Thus, they allow social enterprise con- 
ceptualisation to be open to plurality, and they argue that imported occi- 
dental notions, presented like universal, have to be revisited through the 
construction of a real “pluriversalism” (Escobar 2014). If it continues to 
move in this direction, social-enterprise theory will no longer be only a 
field of tensions; it will also become a field of inventions for global social 
sciences, far from economicist and managerialist reductionism. 
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1 Some ideas presented in this chapter are detailed in a collective book gather- 
ing contributions by a group of intercontinental researchers, Theory of Social 
Enterprise and Pluralism (Eynaud et al. 2019). 

2 The concept of popular economy can be defined as the set of economic activi- 
ties and social practices developed by subjects who only have their labour force 
to survive (see Santana Junior 2005). 

3 The notion of moral economy was introduced by Thompson in studies of 
workers and extended to peasants by Scott (1976). 

4 Marx distinguishes between “simple reproduction” and “expanded (or 
enlarged) reproduction”. In the former case, no economic growth occurs, while 
in the latter case, more is produced than is needed to maintain the economy at 
the given level, making economic growth possible. 

5 Bauwens quotes in his text Restakis, expert in cooperatives, research coordina- 
tor for Flok’s Social Infrastructure and Institutional Innovation investigation 
and author of “Humanizing the Economy: Cooperatives in the Age of Capital”. 
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Introduction 


The last two or three decades have witnessed a high number of conceptual 
attempts to define social enterprise (SE). It is rather easy today to identify 
the criteria or distinctive features that were most debated in such concep- 
tual discussions: the primacy of social aims (Nicholls 2006); the search 
for market income in non-profit organisations, as developed by Skloot 
(1983) as early as the 1980s, and then more widely in “mission-driven 
business” (Austin et al. 2006); the specific profile and role of individual 
social entrepreneurs as described by Dees (1998); the place of innova- 
tion, from the Schumpeterian works of Young (1983) through those of 
Mulgan (2007) on social innovation; and the issue of governance, for 
a sustainable balance between economic and social objectives, as high- 
lighted by the EMES International Research Network (Defourny and 
Borzaga 2001). 

The concept of social enterprise as such is not widely used in Latin 
America, even though it has been used in some circles like the Social 
Enterprise Knowledge Network (Austin and SEKN Team, 2004).! When 
defining social enterprises, Berger and Blugerman (2010), who belong to 
this network, in their chapter on “social enterprises and inclusive busi- 
nesses” (empresas sociales y negocios inclusivos), consider both non-profit 
organisations and cooperatives as social enterprises, as they define social 
enterprises as “private (and formal) organisations that employ market 
strategies to obtain financial resources, in order to achieve social value 
for [their] members and/or for groups or communities and which are 
legally chartered as non-profit or cooperative organisations” (Marquez 
et al. 2010: 97). With respect to the various conceptions of social enter- 
prise in the academic literature, we are here quite close to the “earned- 
income” school of thought, which defines the field of social enterprises as 
encompassing all organisations that trade for a social purpose (Defourny 
and Nyssens 2010). Over the last years, as new networks have started to 
embrace the concept in Latin America, it has most often been used along 
the lines of this “earned-income” school of thought or, in other—less 
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frequent—cases, for very specific types of SE, like in Argentina, where the 
term “social enterprise” is only used to refer to a particular type of initia- 
tive, which aims at the work integration of people with disabilities and 
mental health problems (see chapter 1 in this book). The various “coun- 
try chapters” of this book show how other concepts, beside that of social 
enterprise, such as the “social and solidarity economy”, the “popular 
economy”, the “community economy” or the “cooperative economy”, 
are widely rooted in Latin American contexts. 

We adopt here the generic concept of social enterprise as defined by the 
“International Comparative Social Enterprise Models (ICSEM) Project”, 
which encompasses a wide spectrum of organisations that combine an 
entrepreneurial dynamic to provide services or goods with the primacy 
of their social aims. As explained in the introduction of this book, this 
concept has been used in the ICSEM Project as a heuristic tool, with 
a view to better understanding this type of organisation. Indeed, most 
researchers today seem to acknowledge the impossibility of a unified defi- 
nition of social enterprise. A main challenge in this field of research has 
then become to grasp the diversity of SE types. In such a perspective, 
many empirical descriptive studies have been carried out in the last dec- 
ade. Some of them consisted in thorough “case studies”, through which 
various aspects of such diversity could be analysed and even theorised.? 
Beyond such specific issues, however, the comparative analysis of SE types 
or models still lacks strongly integrated theoretical foundations and, even 
more, empirical surveys that would allow statistically testing typologies 
of SE models—all the more so at the international level, as empirical rel- 
evance should be sought in this case beyond national borders. 

This chapter aims precisely at addressing the lack of a typology of SE 
models that would combine three key strengths: (1) it would be rooted 
in sound theoretical grounds, allowing for a wide diversity of SE models 
within each country and across countries; (2) it would be supported by 
strong empirical evidence, provided by statistical exploitation of the data 
resulting from a survey carried out in the same way in many countries; 
and (3) it would highlight the specificities of Latin America in a world- 
wide perspective. 

In such a threefold ambitious perspective, we first propose—while 
acknowledging the gaps that characterise existing SE classifications—a 
theoretical framework to identify a few major SE models, relying on two 
building blocks: on the one hand, “principles of interest”, as key driv- 
ing forces at work in various parts of the economy and as matrices from 
which social-enterprise dynamics can emerge; and on the other hand, 
“resource mixes”, as a central dimension of social enterprise, acknowl- 
edged by many authors. We then describe the key dimensions to be cap- 
tured and the methodological choices that were at the heart of a unique 
survey carried out in 2015 and 2016 on 721 social enterprises in some 40 
countries across the world, in the framework of the ICSEM Project (see 
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the Introductory chapter of the present volume), and we present statisti- 
cal work that was carried out on the basis of this dataset—In particular, 
a hierarchical cluster analysis. Thirdly, we discuss the empirical results 
obtained, comparing the results at the world level with those obtained at 
the Latin American level which, as will be shown, provide strong support 
to our international typology of SE models. Finally, we provide some 
concluding remarks. 


1. Theorising the Diversity of SE Models 


What is at stake with SE typologies is not just a wide, although simpli- 
fied, view of the various types or models of social enterprise; nor is it a 
“struggle” against too much diversity. It is first and foremost a ques- 
tion of uncovering and acknowledging the fact that today, a wide range 
of entrepreneurial initiatives, generally private and primarily driven by 
social aims, actually address social or societal challenges. 

Although relying on the sole observation of cases in the US context, 
Dees argued, as soon as in the late 1990s, that the level of market reli- 
ance should be seen as the most relevant criterion to build a classifica- 
tion of SE types. For him, social enterprises can be presented along a 
single-dimensional continuum between two extremes, corresponding 
respectively to a “purely philanthropic” pole and a “purely commercial” 
one (Dees 1996, 1998). However, Dees does not just refer to the mar- 
ket in terms of incomes from sales. Instead, he actually develops market 
principles (and philanthropic principles at the other extreme) in terms 
of motives, methods and goals, and he argues that most social enter- 
prises combine commercial and philanthropic elements in a productive 
balance. The major strength of Dees’s social-enterprise spectrum is that 
his many sources of variations pave the way for an infinite number of 
operational SE models. It is therefore not surprising that many authors 
refer to this spectrum (Peattie and Morley 2008), to adapted versions of 
the latter (Nicholls 2006) or to a critical analysis of it (Seanor and Mea- 
ton 2007; Young and Lecy 2014). The other side of the coin is that such 
multiple variations along a single continuous axis do not really help to 
define groups or categories of social enterprises. From the point of view of 
Dees’s spectrum, all social enterprises can be seen as “intermediate organ- 
isations” and they may all be labelled as “hybrids” (Doherty et al. 2014). 

Beside some attempts carried out before the early 2010s,* only few 
authors had made attempts, more recently, to delimit, describe and ana- 
lyse the whole (or a great deal of the) SE field. At the national level, 
these efforts had mainly taken place in countries that had experienced 
specific and strong public or private strategies promoting social enter- 
prise and social entrepreneurship. The best example is provided by the 
United Kingdom, which combines strong third-sector traditions (with 
mutual and cooperative organisations and charities) with brand new 
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developments in the last fifteen years in terms of SE promotion by public 
authorities and various other bodies. In such context, Spear et al. (2009) 
identified four types of social enterprise in the United Kingdom, accord- 
ing to their origins and development paths: mutual societies, formed to 
meet the needs of a particular group of members through trading activi- 
ties; trading charities, which develop commercial activities to fulfil their 
primary mission or as a secondary activity to raise funds; public-sector 
spin-offs, which have taken over the operation of services previously pro- 
vided by the state; and new social enterprises, set up as new businesses 
by social entrepreneurs. Much more recently, relying mainly on the US 
SE landscape, Young et al. (2016) proposed the metaphor of a “social 
enterprise zoo”, in which different types of animals seek different things, 
behave differently and may (or may not) interact with one another in 
both competitive and complementary ways . . . just like social enterprises, 
which combine social and market goals in substantially different ways. In 
the Latin American context, some recent studies were carried out at the 
national level, like in Brazil, where Gaiger (2013) mapped the solidarity 
economy, based on data from the National Mapping of the Solidarity 
Economy, or in Chile, where Gatica Montero (2017), on the basis of a 
few case studies, highlighted different models of social enterprises (asso- 
ciative, cooperative and business-type SEs). 

But when it comes to international comparative works, most of them 
were hitherto based on conceptualisations and/or policy frameworks 
shaped by specific national or regional contexts. For instance, Kerlin 
(2006) and Defourny and Nyssens (2010) mainly focused on compari- 
sons of conceptual approaches of social enterprise in Europe and the 
United States. At a broad macro level, Kerlin (2013, 2015, 2017) adopted 
an institutional perspective, developing a macro-institutional framework 
and identifying key features of macro, meso and micro institutions in 
various countries to suggest how any set of cultural, socio-economic and 
regulatory institutions tends to shape a specific major SE model per coun- 
try (or subregion). But although appealing from a theoretical point of 
view, Kerlin's approach did not provide foundations to theorise the diver- 
sity of SE types within individual countries (or regions). 


1.1. Three “Principles of Interest" as a Cornerstone 


Considering that social enterprises are often seen as belonging to the 
“third sector" or are somehow related to the latter (Defourny 2014), 
we chose to build our analysis upon some of the strongest theoretical 
frameworks focusing on the very identity of non-profit organisations or 
the third sector, such as those proposed by Hansmann (1996) and Gui 
(1991). More precisely, in a seminal contribution on the economic ration- 
ale of the third sector, Gui (1991) theorised the coexistence of mutual- 
benefit organisations and public-benefit organisations within the third 
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sector. In any type of organisation, he first identifies a “dominant cat- 
egory”, formed by those who have the residual decision-making power, 
especially as to the allocation of the “residual income” (profit), and a 
“beneficiary category”, formed by those to whom the residual income is, 
explicitly or implicitly,* distributed. The “residual” character means that 
these rights are not assigned by contract to other stakeholders than the 
owners (Hansmann 1996). 

To theorise the very nature of third-sector organisations, Gui (1991) 
states that, in these organisations, unlike what is typically the case in 
conventional capitalist firms, the allocation of the residual income 
is not in the hands of investors.? Among non-capitalist organisations, 
he defines the third sector as composed of two major types of entities, 
ie. *mutual-benefit organisations" and “public-benefit organisations”. 
“Mutual-benefit organisations” are those in which the dominant cate- 
gory and the beneficiary category are the same group of stakeholders, 
provided of course the latter are not investors; these stakeholders may be 
the organisation’s workers or the organisation’s users (consumers, suppli- 
ers, savers and so on). Concretely, the mutual interest pursued here refers 
to services or goods provided to members under their own control.* In 
other words, mutual-benefit organisations include all traditional types of 
mutual and cooperative organisations (consumer cooperatives, worker 
cooperatives, producer cooperatives, savings and credit cooperatives) as 
well as voluntary associations driven by the interest of their members 
(such as sport clubs, professional associations, etc.). The second major 
component of the third sector, namely “public-benefit organisations”, 
corresponds to those organisations in which the beneficiary category is 
different from the dominant category: they are voluntary organisations 
oriented to serving other people (beneficiaries) than their members, who 
control the organisation; more generally, they include all philanthropic 
and charitable organisations.’ 

The above developments lead us to consider three distinct major driv- 
ers or “principles of interest” that can be found in the overall economy: 
the general interest (GI), the mutual interest (MI) and the capital interest 
(CI), which we derive directly from the ownership types theorised by Gui. 
We propose to represent them as the vertices of a triangle in which mixes 
of principles can also be represented along the sides (see figure 11.1). 

Before trying to locate the various SE profiles or types on our graph, let us 
note that all associations (voluntary organisations) seeking the interest of 
their members (Gui’s mutual benefit) are located in the “mutual-interest” 
angle—as are all traditional cooperatives. By contrast, associations (vol- 
untary organisations, charities . . .) seeking a public benefit (as the term is 
referred to by Gui) are located much closer to the general-interest angle, 
although not in the vertex itself, as their general interest (the community 
they serve) is usually not as wide (general) as the one served by the state. 
On the right-hand side of the triangle, shareholder companies mainly 
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Figure 11.1 Institutional trajectories and resulting SE models 
Source: Defourny and Nyssens (2017: 2479). 


seeking capital Interest sometimes develop CSR strategies through which 
they tend to express a concern for some issues of general interest, though 
without calling their main profit motive into question. This may be repre- 
sented as a limited move upward along this side of the triangle. 

The lower side of the figure represents a continuum between the coop- 
erative treatment of profits and the capitalist stance on profits. In a coop- 
erative, the search for profit is instrumental to the productive activity 
and profits are therefore only distributed as dividends with a cap and/ 
or put into collective reserves with an asset lock; by contrast, distribut- 
ing profit and increasing the value of their shares are the main goals of 
shareholding companies. In the case of large listed companies, investors 
may even consider production activities as instrumental to their quest for 
the highest short-term returns. By contrast, although capitalist as well, 
many small and medium-sized enterprises, especially family businesses, 
may balance in a different way the search for profits and non-financial 
goals (Zellweger et al. 2013). 


1.2. Market Reliance and the Resource Mix as Central Issues 


A good deal of the literature and discourses on social enterprise underline 
a significant move towards market activities as a distinctive feature of 
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social enterprise. When it comes to identifying operating social enter- 
prises, many observers look at the proportion of market income and 
might require that at least 50% of resources come from market sales, like 
in various surveys carried out in the United Kingdom. 

We have shown elsewhere (Defourny and Nyssens 2010) that such a 
stance is often far from the field reality in many countries, and that it is 
not shared by all schools of thought. However, we fully acknowledge the 
fact that the degree of market reliance is a major issue in the debate and 
we certainly do not want to avoid it. 

Therefore, we have drawn two dotted lines across our triangle to take 
into account the various combinations of resource types (market income, 
public grants, philanthropic resources), establishing a distinction between 
situations in which market income dominates, those in which non-market 
resources (public funding, voluntary resources) dominate and those in 
which a resource mix (hybrid resources) is preferred with a view to bet- 
ter balancing the social mission and the financial sustainability (see fig- 
ure 11.1). It should be noted that the lower dotted line also divides the 
“mutual interest” angle: cooperatives are enterprises operating mainly on 
the market and they appear below the line, as do all enterprises earning 
all or the bulk of their income from the market; on the contrary, mutual- 
interest associations, like sport clubs or other voluntary organisations in 
the field of leisure, generally rely on a mix of market resources (member 
fees, sales at a bar or cafeteria) and other resources, such as volunteering 
and public contributions in the form of sport infrastructures and other 
indoor or outdoor facilities. 


1.3. Institutional Trajectories Generating SE Models 


On the basis of our triangle, we represented how various “institutional 
trajectories” in the whole economy may generate SE models (Defourny 
and Nyssens 2017). 

As shown in figure 11.1, SE models (in grey) emerge from six tradi- 
tional models through two distinct institutional trajectories: 


(1) The first type of logic generating social enterprises can be observed 
among non-profit or public organisations experiencing a downward 
move towards marketisation (solid-line arrows): 


° The entrepreneurial non-profit (ENP) model gathers all non- 
profit organisations, most often general-interest associations 
(GI-Assoc.), that are developing any type of earned-income 
activities in support of their social mission. 

e The public-sector social-enterprise (PSE) model results from a 
movement towards the marketisation of public services which 
embraces “public-sector spin-offs”. These SEs are usually launched 
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by local public bodies, sometimes in partnership with third-sector 
organisations, to provide services which are outsourced (such 
as care services) or new services (such as those offered by work- 
integration social enterprises—WISEs). 


(2) The second type of logic corresponds to an upward move of con- 
ventional cooperatives and mutual-interest associations towards 
a stronger general-interest orientation (dotted arrows), and such a 
move may also be observed through some advanced CSR initiatives 
launched by the traditional business world: 


° The social-cooperative (SC)? model differs from traditional 
mutual-interest organisations—i.e. cooperatives (Coops) and 
mutual-interest associations (MI-Assoc.)—in that it combines 
the pursuit of its members’ interests (mutual interest) with the 
pursuit of the interests of the whole community or of a specific 
group targeted by the social mission (general interest). 

e The social-business (SB) model is rooted in a business model 
driven by shareholders’ (capital) interest, but social businesses 
mix this logic with a “social entrepreneurial” drive aimed at the 
creation of a “blended value”, in an effort to balance and better 
integrate economic and social purposes. 


At first sight, when looking at figure 11.1, the four SE models seem to 
arise from new dynamics at work in pre-existing organisations. Thus, it 
may seem that social enterprises cannot be created from scratch. Such 
an interpretation is clearly misleading as a new (social) enterprise can 
emerge everywhere in the triangle; its location will depend on its general- 
interest orientation, and on the way in which the organisation balances 
social and economic objectives and various types of financial resources. 

As suggested above, our typology of SE models is based on some key 
dimensions, to which we referred as “fundamentals” in Defourny and 
Nyssens (2017). We do not pretend that it covers all possible SE cases; 
especially, we are aware of the many types of hybridity and joint ventures 
that can be observed on the field. However, partnerships can sometimes 
be related to one of our four models, when a dominant partner can be 
identified or when the chosen legal status drives partners towards one of 
the models. 


2. Data and Method 


2.1. The Unique ICSEM Survey and Database 


In the second phase of the ICSEM Project (see the introductory chap- 
ter of the present volume), in order to address the lack of reliable data- 
sets at enterprise level to undertake international comparative analyses, 


294 Defourny, Nyssens and Brolis 


in-depth information was collected about social enterprises on the basis 
of a common questionnaire. More precisely, ICSEM research partners 
interviewed the managers of three to five social enterprises? that were 
deemed emblematic of each SE type identified in each country having 
taken part in the project’s first phase. 

The questionnaire resulted from several rounds of discussion within 
the “ICSEM research community”; the goal was to design a questionnaire 
that would be meaningful and relevant in all world regions.' Thanks to 
the researchers’ efforts, detailed data were collected in a rather homog- 
enous way for 721 social enterprises from 43 countries (see table 11.1). 
Needless to say, such a sample is by no way representative of the SE pop- 
ulation across the world. Not only is the distribution across continents 
particularly uneven, with a quasi-absence of Africa; more fundamentally, 
the whole SE population is simply unknown, as there is no universal 
definition of social enterprise. In a few countries where a SE definition 
does exist, for instance through a law promoting social enterprise, such 
definition does not generally enable an uncontested mapping and statisti- 
cal analysis, because such legal approach is often deemed too large or too 
narrow. 

These limitations do not prevent us from arguing that our overall 
research strategy, which combines a theoretical typology and a quite 
demanding bottom-up empirical approach, constitutes a major step 
towards capturing the diversity of SE models. The next step indeed was 
to exploit the dataset built through the ICSEM survey in order to see 
whether it provides any empirical support to the above typology of SE 
models, both at the global level and for Latin America. 


Table 11.1 Number of countries and social enterprises covered by the ICSEM 


survey 
Number of Number 
countries of SEs 
Europe 19 328 
Asia 9 100 
Latin America 7 162 
Argentina 12 
Bolivia 4 
Brazil 31 
Chile 23 
Ecuador 20 
Mexico 40 
Peru 32 
USA, Canada, Australia and New Zealand 4 45 
Middle East (Israel and United Arab Emirates) 2 31 
Africa (Rwanda and South Africa) 2 55 


'Total 43 721 
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2.2. A Hierarchical Cluster Analysis to Identify Major 
SE Categories 


For the purpose of carrying out a cluster analysis, we extracted quantita- 
tive and qualitative (nominal and ordinal) variables from the question- 
naire. The ultimate goal was to describe each of the 721 SEs along five 
major dimensions: (1) general identity (legal form, origin, accreditations); 
(2) social mission (mission’s nature, relation with the SE’s main economic 
activity, price of the goods and services provided, type of innovation); 
(3) workforce composition (workers and volunteers); (4) financial struc- 
ture in general and, more precisely, ways in which the SE combines vari- 
ous types of resources; and (5) governance structure and rules regarding 
the allocation of profits/surplus. Multiple choices and combinations of 
several choices were possible for many questions, and we defined 141 
variables. 

Before undertaking a hierarchical cluster analysis (HCA), we had to 
solve two main issues. First, our database included both quantitative and 
qualitative variables, while HCA cannot be performed on qualitative var- 
iables. Secondly, we wanted each of the five predetermined dimensions 
to have the same weight, which was not the case since some dimensions 
were composed by a higher number of variables than others. 

In order to overcome these problems, we therefore performed a mul- 
tiple factorial analysis (MFA) on the 141 defined variables. The goal 
of MFA is to synthesise the initial information, to the largest possible 
extent, through a minimum number of factors. We chose to use MFA 
because it made it possible to simultaneously take into account qualita- 
tive and quantitative variables, structured in predetermined groups (our 
five dimensions). The number of selected factors is the number of factors 
needed to explain at least 50% of the total variance. Factors are therefore 
sequentially selected, according to the part of variance they explain. As 
far as we are concerned, we selected six factors. Using MFA thus solved 
our two problems: first, it gave the same importance to each of the five 
predetermined dimensions; secondly, it enabled us to describe each SE 
through quantitative indicators only (the SE coordinates on each factor). 

As a last step, through a hierarchical cluster analysis based on Ward’s 
aggregation method,!! we classified SEs into different groups that started 
with each SE being considered as a separate cluster. This means that there 
were, in this first step, as many groups as there were SEs; the analysis 
then aggregated the most similar clusters sequentially, thereby reducing, 
at each step, the number of clusters, until only one group was left. 


3. Findings 


Our data allowed us to perform a multiple factorial analysis, followed 
by a cluster analysis, both at the global level, with all 721 observations 
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(Defourny et al. 2019), and, for the purpose of this book, at the level of 
Latin America, with 162 observations (table 11.1). 

At the worldwide level, three of our four theoretical SE models were 
strongly supported by the empirical analysis: the entrepreneurial non- 
profit model, the social-cooperative model and the social-business model 
(Defourny et al. 2019). These three models clearly emerged from the 
examination of the seven clusters resulting from the hierarchical cluster 
analysis that was carried out on the basis of the full ICSEM sample. Also 
worth noting is the fact that these three models were found in 39 out of 
the 43 countries analysed at the global level. 

Four clusters are converging towards an entrepreneurial non-profit SE 
model: two of them gather work-integration social enterprises (WISEs), 
whereas the other two clusters cover a wider spectrum of social missions. 
The social-cooperative model? embraces two clusters: in the first one, 
organisations produce a wide diversity of goods and services, which are 
meant to serve a variety of social objectives; the second cooperative clus- 
ter mainly gathers SEs in the field of microfinance. The social-business 
model is clearly identified through a cluster which gathers small and 
medium-sized businesses that combine a very strong business orientation 
and a social mission. 

The same statistical treatment was performed for the Latin American 
sample, thereby allowing to identify clusters and then SE models in this 
region and to compare them to those described at the worldwide level. 
On the basis of our Latin American sample, we first identified seven clus- 
ters; adding a supplementary cluster did not lead to a significant decrease 
in intra-cluster variances." Three clusters mainly gathered non-profit 
organisations; three clusters were dominated by cooperatives; and one 
cluster was composed mainly by commercial companies. A closer analy- 
sis of the features characterising the different clusters within a dominant 
legal type led us to merge some clusters, when the distinctive traits were 
not sufficiently important to support an SE model as such. We thus finally 
decided to keep four clusters: two cooperative-type clusters, an NPO- 
type cluster and a commercial-type cluster. 


3.1. Two Clusters Indicating the Existence 
of a Cooperative-Type SE Model 


At the level of Latin America, as just said, four clusters were identified. 
A first major result is that the cooperative is the dominant legal form 
in two clusters (clusters 2 and 3), which gather 71 and 13 organisa- 
tions respectively (see table 11.2). And whereas, at the worldwide level, 
the cooperative-type clusters gather 24% of organisations in the whole 
sample, this share reaches 61% when considering only Latin American 
countries.!* The cooperative-type clusters thus clearly dominate the Latin 
American SE landscape. This is a strong feature, which invites us to look 
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at these two clusters as clearly signalling the existence of a “cooperative- 
type” SE model. 

All the organisations in cluster 3 provide financial and insurance ser- 
vices, mainly under the legal form of cooperative or mutual society, the 
latter being very close to the cooperative form. This is why we label this 
cluster “cooperative microfinance SEs”, like we did at the international 
level. Access to financial services has always been a major concern for 
poor populations and a central issue for an important component of 
the cooperative movement. Many of these cooperative initiatives were 
launched well before the “microfinance movement” arrived at the fore- 
front of the public agenda and they are now fully part of it. Results show 
that these SEs are set up by groups of citizens, third-sector organisa- 
tions or individuals. In these organisations, the general assembly (GA) 
holds the ultimate decision-making power. Not surprisingly, users, inves- 
tors and managers are the stakeholders most often represented in the 
GAs. These SEs draw almost all their resources from the market (91% 
from the sales of financial services, especially microfinance, to the users 
and 6% from investment income). This cluster is very similar to the one 
emerging at the worldwide level. 

Organisations in the other cooperative cluster (cluster 2, by far the 
largest) produce mainly manufactured goods. Practically all these organi- 
sations’ productive activities are meant to foster local development: they 
aim to create jobs, empower poor people, pursue community develop- 
ment, address ecological issues, etc. The social mission and economic 
activities are clearly interwoven: more than 90% of the organisations 
making up this cluster perform economic activities that are “mission- 
centric”, according to Alter’s influential classification (2007). These 
organisations rely mainly on market income (which represents, on aver- 
age, 75% of their total income). The remaining resources are almost 
equally divided between public grants and membership fees (which are a 
typical resource for cooperatives). 

Most of the SEs belonging to cluster 2 have been launched by workers 
and citizens, and workers are clearly the dominant group of stakeholders 
in these SEs’ governance: they sit on the board of 70% of these organisa- 
tions, sometimes alongside some managers but in only a few cases with 
other stakeholders. These organisations’ governance structures display 
the typical features of cooperatives, with the presence of a GA and a 
board. Owners do not perceive themselves as shareholders but as mem- 
bers whose main interest most often lies in the creation and sustainability 
of their jobs. The GA holds the ultimate decision-making power in 83% 
of organisations. 

Regarding the allocation of profits in this cluster, most of them are 
reinvested in the SE and, when they are distributed, it is among the mem- 
bers (who are, most of the time, the SE’s workers). Profits are sometimes 
equally divided between the members; in other cases, they are returned 
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to the members through rebates proportionate to their transactions with 
the SE (and not according to their number of shares). One quarter of 
enterprises do not have predetermined rules about the distribution of net 
assets in case the activity is terminated, but when such rules exist, they 
impose that the net assets be shared among the members. The dominant 
legal form in this cluster is the cooperative (63% of organisations), but 
18% operate under the legal form of NPO, which is not surprising: since 
these SEs do not distribute any profit and are democratically managed, 
the non-profit legal form also appears as an adequate legal vehicle. 

To what extent is it possible to consider the organisations belonging to 
this cluster as different from conventional cooperatives, in a way which 
might justify their positioning closer to what we have labelled as the 
“social-cooperative” model in the above triangle (figure 11.1)? These 
organisations are clearly mutual-interest organisations, as workers are 
the dominant category and the beneficiary category at the same time. 
The pursued mutual interest here refers to the jobs provided to members 
under their own control. But the workers, who appear to be the main 
type of stakeholders, are generally poor people, living at the margins 
of the society," and they are trying to create their own jobs. Therefore, 
members’ mutual interest includes a true social mission from at least three 
points of view: first, providing workers with a job, and making it stable 
through these workers’ control; secondly, improving members’ income 
and living conditions as well as those of their families; thirdly, in many 
of these worker-managed initiatives, pursuing a broader goal of empow- 
erment of the poor and economic democracy in the workplace. These 
worker-cooperative-type organisations have been identified by ICSEM 
local researchers in their respective countries as “social enterprises” .'° 

Coherently, when comparing the worldwide cooperative cluster with 
this Latin American worker-cooperative cluster, we observe that, in the 
latter, workers are more present, while other types of stakeholders are 
less present. These Latin American organisations are also smaller: the 
median size of the paid workforce is 15 workers, compared to 128 at 
the world level. Most of these Latin American cooperatives are single- 
stakeholder social enterprises. By contrast, social cooperatives at the 
worldwide level which also integrate disadvantaged workers into the 
labour market more frequently bring together different types of stake- 
holders in their governing bodies. Indeed, a stronger emphasis on general 
interest among social cooperatives than in traditional cooperatives could 
lead to governance structures involving other stakeholders than mem- 
bers looking for their mutual interest. In the case of Latin America, these 
cooperatives are managed by persons excluded from the labour market 
and motivated by a dynamic of mutual aid, based on self-help principles, 
with a view to generating income and improving their own living condi- 
tions. This is why these SEs are often single-stakeholder social enterprises 
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and may be qualified as “worker-cooperative-type SEs”. However, most 
of these SEs belong to networks which gather a diversity of actors (social 
enterprises, NGOs supporting these SEs and sometimes members of pub- 
lic bodies). A multiple-stakeholder nature is therefore observed at the 
level of second-tier organisations. In turn, these networks are embedded 
in strong social movements which, as explained in the different chapters, 
are often shaped by social and political objectives and driven by a quest 
for an alternative to capitalism. 

This analysis leads us to conclude that cooperative values are the cruci- 
ble from which an important share of Latin American SEs emerge. These 
cooperative-type models (worker cooperatives and microfinance coop- 
eratives) are strongly driven by community-development goals embedded 
in broader societal values. In the next section, and with a view to pursu- 
ing our goal of documenting the diversity of SE models, we will analyse 
some of the above features to highlight convergences and divergences 
between a “cooperative-type” SE model and a “social-business” model. 


3.2. One Cluster Indicating the Existence 
of a Social-Business Model 


Comparing the main features of cluster 1 to those of the “worker- 
cooperative type” (cluster 2), two quite different SE profiles seem to appear. 

While “worker-cooperative-type” SEs are set up by a group of citizens 
or workers, social businesses are more often initiated by one person only 
(in 42% of cases, while it is only the case for one single SE in cluster 2). 
However, groups of citizens can also be associated to the launch of the 
SE (this is the case in 32% of social businesses). These enterprises often 
adopt the legal form of a limited company or sole proprietorship (51%); 
in some cases, they register as an NPO (13%). 

In 45% of these organisations, there is no GA and no board, and 
the ultimate decision-making power rests with the owner(s) in 39% of 
organisations. In cases where these three conditions are met, the owner- 
ship and management type can be qualified as “independent”. When 
there is a board, it is composed either of managers, investors or workers, 
or it includes a mix of these stakeholders. When managers and investors 
are the dominant stakeholders, the governance might be described as 
“capital-interest-oriented”. This of course contrasts with the “worker- 
cooperative-type” cluster, whose organisations display democratic gov- 
ernance structures, with a board and a GA composed of their members, 
most often their workers. Regarding rules and provisions related to 
profit distribution, it is striking to note that, in 81% of organisations in 
cluster 1, there is no rule limiting profit distribution. This is not to say, 
however, that all or most of the profits are usually distributed to owners: 
the most common practice (which is observed in 87% of organisations 
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in this cluster) is to reinvest at least part of the profits in the social 
enterprise. 

As far as activities and mission are concerned, the economic activity 
in cluster 1 is more often “mission-related” (32% of organisations) than 
that of cooperative-type SEs (where a mission-related activity is an excep- 
tion), which means that they deliver, more often than organisations in 
the worker-cooperative-type cluster, goods or services to a wider popula- 
tion than the group targeted by the social mission. Another important 
feature of this cluster is that the median size of the paid workforce is 
five workers—the lowest figure among the four clusters. This feature is 
consistent with the already observed key role of an individual entrepre- 
neur as the founder, main owner and dominant decision-maker. These 
SEs draw the bulk of their resources from the market (81%, and even 
85% if income from investment is included). 

On the basis of these various features, this cluster indicates the exist- 
ence of a “social-business” model, generating blended value." This 
cluster is also very similar to the corresponding cluster emerging at the 
worldwide level, with a few variations: in the Latin American landscape, 
beside commercial companies, we also find NPOs (almost absent in the 
corresponding cluster at the international level), and organisations are 
even smaller here than in the corresponding world-level cluster. 

As this combination of economic and social goals is implemented 
within less regulated frameworks than those defined by governance rules 
and structures in “cooperative-type” SEs, the balance between these 
potentially conflicting goals and its evolution over time raise the ques- 
tion of the social mission's sustainability. For instance, 45% of these SEs 
have no predetermined rule about the distribution of net assets in case 
the activity is terminated. In such context, it seems critical to observe 
enterprises’ actual practices more in depth: To what extent do social and/ 
or environmental dimensions actually dominate the profit motive? Are 
they just mere instruments to better serve the financial interests of the 
owner(s)? More generally, under which conditions can a social-value- 
generating economic activity be considered as an expression of social 
entrepreneurship? Some of these businesses in Latin America adopted the 
private certification of *B Corporation" (or *B Corps") for environmen- 
tal and social performance in for-profit firms. This certification does not 
impose any asset lock nor any cap on the rates of return on investment. It 
is interesting to contrast this fact with several new legal forms for social 
enterprise that have been implemented in Europe and reduce the rights of 
members/shareholders by limiting the distribution of profits in one way or 
another (Fici 2015). In some Latin America countries (Argentina, Chile, 
Colombia, Peru), bills are being drafted with the purpose of establishing 
new legal frameworks for these for-profit organisations that integrate the 
generation of social and/or environmental benefits in their purpose, but 
without including any kind of rule regarding profit distribution. 
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3.3. One Cluster Converging Towards an Entrepreneurial 
Non-Profit SE Model 


The dominant legal form in the last cluster (cluster 4) is the non-profit 
organisation (90% of organisations in the cluster). These organisations 
have been launched, in most cases, by a group of citizens, sometimes in 
partnership with another third-sector organisation. Either the board or 
the GA holds the ultimate decision-making power, and this body is com- 
posed by volunteers, workers and managers. Services provided by organi- 
sations in this cluster are mainly “mission-centric”. These organisations 
are small (the median size of the paid workforce is nine workers) and 
they are active in the fields of professional services, education and health 
and social-work activities, which are at the core of their social mission. 
They cover a wide spectrum of social missions. 

The organisations belonging to this cluster display a much wider diver- 
sity of resources than what is found in the two cooperative-type and 
the social-business clusters, with only 32% of income coming from the 
market. The provision of at least some services free of charge or at a 
price not covering most production costs is a widespread practice among 
these organisations. In such cases, the organisation also receives dona- 
tions (40% on the average) and public subsidies or grants (16%) when 
public authorities consider that the production contributes significantly 
to the public good. 

Such resource mix could be seen as somehow surprising since a usual— 
although superficial—approach to social enterprise sees it as “a market 
solution to a social problem”. Moreover, when it comes to identifying 
operating social enterprises at the field level, for some observers, as 
already mentioned, the proportion of earned income (and more precisely 
the requirement that at least 50% of resources come from market sales) 
constitutes the main indicator. For many other scholars, however, among 
which those belonging to the EMES school of thought (Defourny and 
Nyssens 2010), the entrepreneurial dimension of social enterprise lies, at 
least partly, in the fact that the initiative bears a significant level of eco- 
nomic risk, but not necessarily a market risk. This means that the social 
enterprise’s financial viability often constitutes a continuous challenge, 
and that it depends on the efforts of the members to secure adequate 
resources to support the enterprise’s social mission. This does not involve 
any requirement that such financial sustainability should be mainly based 
on market income. In this broader perspective, the resource mix which 
can best support the social mission is likely to have a hybrid character, 
as it may combine trading activities with public subsidies and voluntary 
resources (donations, volunteering . . .). 

From an extensive review of literature, Maier et al. (2016) identify sev- 
eral dynamics which can characterise *NPOs becoming business-like". 
Not only can NPOs adopt business-like goals (such as commercialisation 
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or/and conversion from an NPO to a for-profit legal form); they can also 
adopt business-like core and support processes (entrepreneurial orien- 
tation, professionalisation, business-like philanthropy . . .) or develop 
business-like rhetoric. It is thus not surprising that many NPOs have 
been identified as social enterprises by local researchers, even though 
they have far less than 50% of earned income. This cluster may there- 
fore be seen as indicating the existence of a broad “entrepreneurial non- 
profit” SE model. 

At the worldwide level, two major subgroups have been identified 
within the “entrepreneurial non-profit” SE model: one strongly focusing 
on work integration and another displaying a diversity of other social 
missions. The first one is not observed in the Latin American sample. In 
fact, Latin American organisations that are mainly driven by a mission 
of employment generation are located in the “worker-cooperative-type” 
cluster (which, incidentally, also includes NPOs); this tends to indicate 
that the work-integration movement appears to be mostly driven by the 
excluded workers themselves in this region. To put it another way, in 
Latin America, the excluded workers are usually involved in the gov- 
ernance of work-integration SEs, which makes these SEs closer to the 
cooperative DNA than to the non-profit one. It is also interesting to high- 
light that public subsidies are lower, on average, in the Latin American 
non-profit cluster (where they represent around 15% of the organisa- 
tions’ resources) than in entrepreneurial NPOs at the world level (where 
this figure is around 25%). On the contrary, philanthropic resources 
are much more important in the non-profit Latin American cluster than 
in its world-level counterpart. These two differences can probably, at 
least to some extent, be accounted for by the fact that part of the phil- 
anthropic resources of Latin American non-profit SEs are coming from 
grants allocated through international cooperation channels, which may 
include both donations and some public resources (not counted in the 
above 15%).'* 


Conclusion 


The objective of this chapter was to test, in the Latin American context, 
the international typology of SE models that we had put forward (see fig- 
ure 11.1), and to compare the results for this region with those obtained 
at the worldwide level (Defourny et al. 2019). 

Our main finding is that three of our four models are strongly supported 
by the empirical analysis, as it was also the case at the worldwide level: 
the existence of a cooperative-type SE model, a social-business model 
and an entrepreneurial non-profit model is fully confirmed at the Latin 
American level, as these models clearly emerge from the examination of 
four clusters resulting from a hierarchical cluster analysis. So, although 
SEs are influenced by institutional factors at the macro level (which may 
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contribute to shaping some of their organisational features), these results 
also show that social enterprises stem from all parts of the economy and 
can be related to different organisational backgrounds—namely, the non- 
profit, cooperative and traditional business sectors. The three models 
rooted in these organisational backgrounds have been observed in five of 
the seven countries surveyed. Not all three models have been observed in 
the two remaining countries (Argentina and Bolivia), but this is likely due 
to the small size of the sample in these countries.” 

The analysis of collected data also suggests the existence of some spe- 
cific Latin American features. 

First, it is striking that the cooperative type—and especially worker 
cooperatives—constitutes the dominant form of SE in Latin America. 
Workers are the core of these rather small organisations; their goal is 
to create their own job and to improve their living conditions. As ana- 
lysed in various chapters of this book, some Latin American cooperatives 
have experienced strong isomorphic pressures, which led them, in some 
cases, to become more similar to capital-interest-driven organisations. As 
a result hereof, the cooperative legacy sometimes conveys an ambiguous 
image (see also chapter 9 in this book). However, the importance of this 
cluster leads us to acknowledge the strong worker-cooperative DNA that 
characterises the SE field in Latin America. In some way, these worker 
cooperatives reconnect with the initial roots and values of the coopera- 
tive movement. 

Secondly, Latin American SEs—be they cooperatives, non-profit organ- 
isations or social businesses—are much smaller than their world-level 
counterparts. This finding echoes the results found by the Latin American 
SE research network SEKN, which show that, most of the time, social 
enterprises take the form of “SMEs and small civil society organisations 
which are agile and open to the internalisation of innovations needed 
to conduct an inclusive business, particularly in regard to collaborative 
work” (Comini et al. 2012: 390). 

Thirdly, the existence of the public or semi-public SE model put for- 
ward in our theoretical typology does not appear to be confirmed at the 
level of Latin America. At the international level, the sample also includes 
public or semi-public SEs, even though their existence does not appear 
to be statistically confirmed by the identification of a distinct cluster as 
such. In fact, at the global level, some SEs involve a governmental agency 
among their founding members, especially in the field of WISEs. A pos- 
sible interpretation is that, although they do actively support social enter- 
prises, most public authorities prefer to act as partners—rather than as 
the main entrepreneur—in the creation and management of WISEs. At 
the Latin American level, however, we do not observe such an involve- 
ment of public authorities in the governance of SEs. It also appears that 
the resource mix of Latin American SEs includes much fewer public 
resources than the resource mix of their counterparts at worldwide level. 
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These features reflect the weakness of state support to the SE field—and, 
more generally, to the common good—in Latin America. 

In the absence of a widely accepted and common definition of social 
enterprise, we argue that our strategy enabled us to take into account 
and provide legitimacy to locally embedded approaches, thus resulting in 
an analysis encompassing a huge diversity of SE. Our data underline the 
need to go beyond a conception that would view social enterprises simply 
as “intermediate organisations”, if we are to better grasp the diversity of 
SE landscapes. The identification of major SE models helps to delineate 
the field on common grounds in Latin America and at the international 
level. Of course, such an analysis needs to be complemented with qualita- 
tive work, so as to gain a deeper understanding of the various models as 
well as their specificities in each national context. Such qualitative analy- 
sis can be found in the national chapters of this book. 

To conclude, we would like to adopt a broad societal perspective. We 
tend to consider as good news the fact that social enterprises actually do 
stem from all parts of the economy. Societies are facing so many and so 
complex challenges at all levels, from the local to the global level, that 
we see the diversity of SE models and their internal variety as a sign of a 
broadly shared willingness to develop appropriate—even though they are 
still sometimes embryonic—responses to these challenges, on the basis of 
innovative economic/business models driven by a social mission. In spite 
of their weaknesses, social enterprises may be seen as advocates for and 
vehicles of the general interest across the whole economy. Of course, we 
cannot avoid the debate about privatisation, deregulation and globalised 
market competition—all factors that may hinder efforts in the search for 
the common good. We just note that social enterprises reveal or confirm 
an overall trend towards new ways of sharing the responsibility for the 
common good in today’s economies and societies. 


Notes 


1 This network brings together representatives from leading schools of business 
administration in Latin America (see www.sekn.org/en/publication-en/). 

2 See for example case studies carried out by the SEKN network. 

3 For instance, Alter (2007) also focuses on the place and role of market log- 
ics to put forward a typology based on mission orientation, the nature of 
target markets and the degree of integration of business activities in social 
programmes. 

4 For example, through the improvement of the service delivered. In an NPO, 
the beneficiary category is formed by the group of stakeholders at the heart 
of the social mission. 

5 Investors are those who hold shares and are mainly or exclusively interested 
in the overall return on this capital ownership. Extending such a rationale, an 
individual owner may also be seen as an investor holding both types of rights. 

6 In such case, members consider the production activity as the very raison 
d’étre of the organisation. This is also true for members of cooperatives: 
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although they generally buy one or some capital shares to become members, 
they are not primarily interested in the return on such capital (which is inci- 
dentally quite limited in several ways). 

In such a perspective, all public (state) organisations and institutions are also 
typically public-benefit entities, but they form the public sector, not the third 
sector, as the dominant category is formed by public bodies and not by pri- 
vate entities. 

The social cooperative concept made its first appearance in the very early 
1990s in Europe to qualify new cooperative-like initiatives that were emerg- 
ing to respond to unmet social needs through the development of economic 
activities. In some Latin American countries, the “social cooperative” notion 
has a much narrower meaning, as it designates WISEs targeting mentally 
disabled persons. 

In a few countries, like in Bolivia, this number was smaller for various rea- 
sons; in particular, it was difficult to collect quantitative data on some organi- 
sations located in a “grey zone” between informality and formality. 

The first version of the questionnaire was submitted to all research partners, 
discussed, tested and revised in an interactive process before finally reaching a 
level of quality acknowledged by all involved partners. It was then translated 
into local languages. 

The basic algorithm is very simple. First, using Ward’s method and apply- 
ing squared Euclidean Distance, distances are calculated between all initial 
clusters. Secondly, the two most similar clusters are merged and distances are 
recalculated. The criterion for merging is that it should produce the smallest 
possible increase in the sum of intra-cluster variance. Then the second step is 
repeated until all units are grouped in one cluster. 

In spite of the narrow meaning of the “social cooperative” notion in Latin 
America (see note 8), we continue to use it here in its broader meaning, so as 
to have a coherent conceptual basis to compare SE models in this region and 
at the world level. 

The optimal number of clusters (z) corresponds to the number of clusters for 
which the sum of intra-cluster variances does not decrease significantly when 
n + 1 clusters are considered. 

From a methodological point of view, an important remark should be under- 
lined: when comparing clusters that emerge from the Latin America sample 
and those identified on the basis of the global sample, some results may look 
quite similar, but they should not hide significant differences. For instance, 
two cooperative-type clusters come out of both the worldwide and the Latin 
American samples. However, when comparing the “weight” of Latin Ameri- 
can cooperative-type SEs at the regional level and at the worldwide level, dif- 
ferent pictures appear. At the worldwide level, Latin American SEs belonging 
to the cooperative-type clusters only represent 37% of Latin American SEs, 
while the same kind of analysis performed on the sole Latin American sample 
shows that the cooperative-type clusters cover 61% of the sample. In other 
words, considering data at the level of Latin America leads to highlight, even 
more strongly, the importance of cooperative-type SEs in the region. This 
results from the very nature of statistical methods computing “distances” 
between observations among and within clusters at all stages of aggregation. 
Such aggregation process of course generates clusters with different “con- 
tents” when carried out on two different samples, with 721 and 162 observa- 
tions respectively. 

This may also be underlined for cooperative-type SEs operating in microfi- 
nance (cluster 3). 
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16 A perfect fit between the patterns identified by Gaiger and Wanderley (see 
chapter 9 in this book) and our models cannot be operated as such, as pat- 
terns and models are based on different methodologies. In some countries, like 
Bolivia, there are only a few quantitative observations, which do not cover 
all the patterns. However, this cluster displays several characteristics shared 
by some of the patterns: self-managed class-related organisations, traditional 
social-economy organisations and, to a lesser extent, ethnic and community- 
based organisations and organisations based on the popular economy. 

17 This cluster appears close to the pattern of “social-purpose organisations ori- 
ented by market logic” identified by Gaiger and Wanderley in chapter 9. 

18 According to the classification suggested by Gaiger and Wanderley in chap- 
ter 9, it can probably be argued that most of these organisations stem from the 
philanthropic pattern or are “organisations for socio-economic inclusion”. 

19 Argentina and Bolivia have the smallest number of SEs surveyed (table 11.1). 
In Bolivia, only four social enterprises were included in the survey, and they 
were all of the cooperative type. 
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